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THEATER FORCES PRANCE 


STATUS OF ARMS SALES CHANGED BY MITTERRAND ELBCTION 
Paris ELLCTRONIQUE ACTUALITIES in Prench 5 Jun 81 p 2 


{Text} With the arrival in power on last 21 May of a socialist as president of the 
Republic, France will probably change its arms sales policy. It is the world's third 
largest supplier of arms. 


There will be more sales of a!l kinds of weapons to all kinds of buyers, especially 
to “dictatorial regimes," to countries at war or those whose policy is a threat to 
the freedom of other peoples. This new direction, which can be predicted on the 
basis of various statements made in the past by the Socialist Party, will involve 
more strictness and selectivity in the choice of new customers, but it will not bring 
into question contracts that have already been signed. 


Poreign Relations Minister Claude Cheysson was very clear on that subject. Speaking 
to the Prench press last week, he affirmed that Paris "will honor its signature" and 
"will execute a number of contracts" whose signing President Francois Mitterrand 
"has regretted." 


The problem raised by the necessity to retain credibility in the world, to continue 
to maintain the sales turnover, to guarantee employment in the arsenals and special- 
ized industries and to develop its own weapons, all of this while respecting human 
freedoms and rights, is to be the subject for an exchange of views within the gov- 
ernment. 


Some Problems 


Not all of the arms sales are being contested by the new French government. But some 
of them pose serious problems for it. 


The contracts in question were concluded in 1974 with Iran--which wes governed by 
the shah at that time--, between 1977 and 1979 with Col Qadhdhafi's Libya, in 1979 
and 1980 with Argentine--then governed by the military junta headed by Gen Videla--, 
with Gen Pinochet's Chile and lastly with Iraq, which since September 1980 has been 
at war with Iran. 


The contract with Iran involves the delivery of 12 rapid patrol missile launchers. 
Six were delivered before the Islamic revolution and three more in 1979. But the 
last three, which have been held up at Cherbourg, have been waiting for delivery 
since last 20 May. 











Tripoli, for its part, in 1974 ordered 10 rapid patrol boat missile launchers for 

5 billion francs, The ceremony in which the chief of the Libyan Naval Mission was to 
take them over, which was scheduled for Pebruary 1981, has not taken place in Lor- 
ient (Morbihan), where the first three articles that can be celivered are in the pro- 
cess of being armed, Two others are being tested, 


Argentina bought from France three A-69-class gunboats, 1,200-ton boats armed with 
Exocet missiles. 


In 1979 two boats--which had originally been intended for South Africa, against which 
an international embargo was declared in 1978--were delivered to Buenos Aires. The 
third is ready, It was to take to the sea in May. 


But shortly before the presidential election the former prime mi,ister let it be 
known that he had decided to suspend the delivery of this boat--as well as delivery 
of the three rapid patrol boats destined for Iran--in order to leave the initiative 
of the decision to the new government. 


Other equipment ordered by Argentina is waiting to be delivered, in particular 14 
Super Etendard planes, for which a contract was concluded in Pebruary 1980. 


Chile, which is a big customer of France in South America, in July 1979 ordered 16 
Mirage-50 airplanes, the first deliveries of which were scheduled for August 1981. 


In the Middle East, Iraq, which on 31 January received four Mirage-Fl airplanes, is 
now awaiting delivery of the 56 remaining pieces of equipment of the same type that 
were the object of contracts in June 1977 (36 pieces of equipment) and in May 1979 


(24 pieces of equipment). 





In September 1980 that country, before its war against Iran was launched, received 
from France 100 AMX-30 combat tanks, light armored cars, helicopters (47 Alouette- 
3s, 10 Super FPrelons, 40 Gazelles, armed with Hot anti-tank missiles, 5 Pumas), 
AS-11 and AS-12 anti-aircraft missiles, Super 530 air-to-air missiles and AM-39 
Exocet air to sea missiles. 


Other orders have gone from Iraq to France, which annually purchases 27 million tons 
of oil in that country. These orders involve Super Frelon helicopters, 60 Gazelles, 
36 Pumas, Super 5350 air-to-air missiles, anti-tank missiles and light armored cars. 


The question of delivery of this equipment comes up at a time when competition is be- 
coming tougher in the Middle East between supplier countries. 


In fact, in circles close to the weapons industries, increased activity is being seen 
among France's Western competitors in this area where, since the second half of the 
1970s, she has realized the great majority of her sales, for which the total in the 
world was some 35 billion francs in 1980. 
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ENERGY BCONOMICS NORWAY 


CONSERVATIVES UNITE TO PASS OIL POLICY LAW 
Oslo APTENPOSTEN in Norwegian 15 Jun 61 p 3 


[Text7 Wednesday, 10 June, was a historic day for the oil nation of Norway. The 
Storting's resolution on the extension of the Heimdal field, the gradual expansion 

of Gullbolokken and the delivery to land of Statfjord gas is the largest industrial 
policy decision that has been made in the north. The investments alone amount to 40 
billion kroner, almost half of the national budget. For the machine tool industry the 
resolution is a vitamin injection, a few thousand people have been assured of jobs. 
The resolution means that we now can look forward to an even tempo in the recovery of 
oil to the end of the present decade and in the 1990s. 


The Storting handled these essential matters at the end of the spring session, when 
there was a great pressure of work. Perhaps this can partially explain why the 
Storting debate did not indicate the true dimensions of this policy. Instead of 
debating the significance of the resolutions for all of Norway, our representatives 
were more preoccupied with where the gas is to be brought to land. Observers could 
actually have gotten the impression that the selection of Karsto or Mongstad was more 
significant than the dimensions of the resolution itself. 


Of course this is not true. The resolution means that the whole west country, par- 
ticularly its industry, will develop economically in a way that can only be the envy 
of other parts of the country. The Minister of O11 and Energy, Arvid Johanson, put 
it this way in the debate: “We are about to move the center of gravity of this 
country's economy over the long mountain range." 


Enormous Income 


It is expected that the sale of gas will begin in 1986. It says a lot about the size 
of this project that a delay of only one year can lead to lost income of between 5 and 
10 billion kroner. The gas from the Statfjord alone is expected to bring Norway an 
income of between 60 and 80 billion kroner. 


The Storting decided that the gas will be brought to land in Karsto, in Rogaland. The 
most significant thing about this resolution is that the gas will be brought to land 
in Norway. The Storting has said for over 10 years that landing in Norway must be the 
goal, but until 10 June 1981 the choice has been for abroad. Many feel that from this 
point of view, as well, the resolution is historical, even if the effect will be 
greatest if in the future industry is connected directly with bringing the gas to land. 

















The expansion of Gullblokken and Heimdalfeltet means that Norway is assured of an 
even tempo in oil and gas production in the coming years. There is also reason to 
say that the gas will have an increasingly greater significance than oil in the coming 
year. 


A More Assured Tempo 


Before the resolution of 10 June, 14 fields in the North Sea were in production, under 
construction, or planned. The most important are the Ekofisk area, Frigg, Statfjord, 
and Valhall. The production from these 14 fields is set to increase from about 50 
million tons of o11 unite in 1981 to over 60 million in 1966. After this, the pro- 
duction from these fields will diminish rapidly. Therefore the resolution on the 
expansion of Heimdal and Gullblokken is so essential. 


Instead of production diminishing in 19866, it is expected now that it can rise to a 
maximum of 90 million tone of oi] unite shortly after the beginning of the 1990s. 


Statoil remains the dominating company in all three projects. Statoil's opinion was 
also decisive in the selection of Kareto as the point for delivery to land. The so- 
called Statfjord group, where Statoil's influence is great, decided in favor of Karsto. 
Statoil's opinion was decisive for most of the Storting members who voted for Karsto. 


Labor Party and the Conservatives 


The differences of opinion in oil policy were greatest in the treatment of Gullblokken. 
It was the Labor Party and the Conservatives who assured the expansion. The middle 
parties and the Socialist Left voted against it, primarily because they are afraid 
that too fast a pace in recovery of oil can harm the Norwegian economy. 


In the Labor Party and the Conservative Party, on the other hand, it is thought that 
the expansion is absolutely necessary, both because of the necessity for an even 
recovery pace after 1986, and also because of the need to insure jobs in the machine 
industry. 


Nevertheless, there is reason to emphasize that the conservatives shared the skepticism 
of the middle parties for a long time about the original plans for the expansion of 
Gullblokken. The Conservative skepticism has created the present situation in which 
the expansion is more gradual and careful than what Statoil wanted. The conservative 
objections also contributed to the fact that the gradual development will take place 

in phases that are independent of one another. In this way, the work can be stopped 

in favor of other fields, if this proves desireable. 


The significance of these projects for the economy can be illustrated with the fol- 
lowing figures: In 1980, deliveries of goods and services to the Norweigan continental 
shelf amounted to 7.7 billion kroner. The Norwegian part of this was 58 percent. In 
the 1980s, it is expected that the investments will rise steeply. In terms of today's 
monetary value, the yearly investments will approach 16 million kroner. 


One problem will be to see to it that Norwegian industry gets as large a share of the 
deliveries as possible. Goods from abroad can often be lower priced than what Nor- 
wegian companies ask for. The Minister of Industry, Finn Kristensen, reported during 
the Storting meeting that the government has indications that can mean that some 








countries with the lowest offers are influenced by national industrial subsidies for 
industry. He said that from a Norwegian point of view it was unfortunate that the 
international use of subsidies seems to have infected the off shore market. 


In addition to the threat that Norway will possibly bring up this matter before 
international forums, Kristensen said that another problem for the Norwegian machine 


industry is that one just simply can have troubles finding sufficiently qualified 
workers. 


In the meantime, there is reasor to emphasize that when the Minister of Industry 
blames foreign subsidies for insufficient Norwegian participation, this is only part 
of the explanation. An equally important reason, which the Minister for Industry 
will certainly have to admit, is that productivity in Norwegian industry is too low, 
and the prices too high. 


Today about 40,000 people are employed on the shelf and in oil-based industry on land. 


The Minister for Oil and Energy, Arvid Johanson, ended the Storting debate in the 
following way: “We are about to put the time of pioneering, of childhood, behind us. 
Even if we are still inexperienced and uncertain, we are about to enter the ranks 
of established oi1 nations. There Norway will have her position as far as we can 
see into the future.” 
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ECONOMIC DENMARK 


PRIME MINISTER “°RGENSEN SEEN AS OVERLY OPTIMISTIC ON ECONOMY 
Copenhagen BERLINGSKE TIDENDE in Danish 17 Jun 81 p 6 
[ Commentary by Frank Dahl gaard |} 


[Text] A new analysis of Prime Minister Anker Jorgensen's 
statements about an improvement in the Danish economy in 
comparison to other West European countries. 


"Denmark has come through the economic crisis better than most other West Euro- 
pean countries," 


Prime Minister Anker Jorgensen made that statement in the concluding parliamentary 
debate earl this month. This message was repeated last weekend in the newspaper 
AKTUELT under the headline, “Efforts Produced Results." 


But the fact is that Denmark did rather poorly in the international economic pic- 
ture. Thi  ° documented by international statistics: 


According to the publication EUROSTAT (Issue 4 1981) Danish unemployment rose 
64.2 percent since April 981, Along with England and Holland (where unemploy- 
ment rose 65.3 percent and 05,1 percent respectively in the same period) we hold 
the EC record for increased unemployment. Unemployment in the seven other EC 
lands rose less than 40 percent and for the EC area as a whole unemployment rose 
33.8 percent over the last 12 months--about half as sharp an increase as we had 
here in other words. 


Men and Women 


If we go into the EC unemployment figures in greater depth the pi-ture of Den- 
mark's relative position definitely does not improve--for men alone unemployment 
rose a good 95 percent in the 1l2-month period referred to. Second place in this 
unpleasant race goes to Holland where male unemployment rose 78 percent. Unemploy- 
ment for women in this country rose only 30 percent over the last 12 months. 


The reason why there is such a sharp difference between the unemployment figures 
for men and women here is probably that the public sector in Denmark is still 

growing substantially--and clearly much more than in all other western countries 
(documentation for this is found in the OECD report, “Economic Outlook, December 











1980). Simce two out of every three public employees are women public growth 
would naturally check female unemployment harder. 


The government's claim chat Danish price increases have been substantially lower 
than in the countries we usually compare ourselves with is also refuted by the 
facts. 


A survey just released by OECD in Paris places us down in l3th place in the inter- 
national race for stable prices. Im the 6-month period October 1980-April 1981 
the cost of living (consumer prices) here rose 6.3 percent. In the same period 
the OECD statistics show lower inflation figures for Sweden, Finland, France, the 
United States, Holland, Belgium, Luxemburg and of course Japan, West Germany, 
Switzerland and Austria. Even Australia now has a lower inflation rate than we 
do. Of Denmark's major trade partners only England, Norway and Italy have higher 
price increases than we do, 


Compared to the situation in the fall Denmark's inflation figures moved it from 
10th down to Lith place on the OECD list. 


Exchange Deficit 


In the last half year we have enjoyed a clearly lower foreign trade balance defi- 
cit. This improvement was due mainly to a decline in imports. However this de- 
cline in imports was due less to improved competitiveness than to very low eco- 
nomic activity in Denmark: when consumption, investment and production decline 
the need to import raw materials and machinery naturally declines as well, 


Thus the smaller exchange deficit is caused by the deep depression affecting the 
Danish economy--a crisis symptom, As soon as activity in this country increases 
once more imports will also rise and the exchange deficit will start growing 
again. 


Temporarily Low Interest Rates 


One of the undeniably positive things in the Danish economy is that we have man- 
aged to improve our international competitiveness considerably since fall 1979, 
Even though most of this improved competitive position resulted automatically 
from the rising rates of the dollar and the pound it is something that will bene- 
fit Danish production and exports. 


It is also positive to some extent that we have not raised bank lending rates 
(with the help of a discount rate increase) despite the fact that interest rates 
on loans have risen substantially abroad. 


However Denmark can only pursue this low-interest policy for a short time. The 
pressure for businesses to borrow money abroad is now gone and since the first of 
the year private capital imports have also come to a full stop. Since the state 
has not increased its borrowing abroad correspondingly currency is flowing out of 
Danish coffers. First when it again becomes obviously more expensive to borrow 
money at home will firms once more begin to take out foreign loans that could 








strengthen the Danish currency situation, The current “low-interest policy” can 
only last @ short time therefore unless we want to completely exhaust our currency 
reserves, 

No Newspapers for 40 Days 

The Danish economy has been moving the wrong way in almost all areas in the last 
few months. In the following outline BERLINGSKE TIDENDE has given some central 
figures on developments in the Danish economy during the last 60 days when the 
newspaper has not come out, 

Note the figure for net emigration of Danish citizens, It is the most tangible 
sign that the crisis has hit Denmack harder than it has most other countries, 
This emigration has picked up in the last year and consists to a large extent of 
Danes who find it easier to get a job abroad, 


This is how things went with the Danish economy during the 60 days without news- 
papers (27 March to 15 June 1981), 


Personnel employed in the public sector rose by 6000 people. 
The number of people receiving early retirement pensions rose by 1800, 
Unemployment rose by 10,000 people (seasonally adjusted). 
Business employment declined by 9000 people. 

Sume 400 farms went on the auction block by court order. 
There was a net emigration of 1200 Danish citizens. 

Denmark's foreign debt rose by 3 billion kroner. 

Currency reserves declined by 2.22 billion kroner. 

Bond interest rates rose 1 percent to 19.5 percent. 

Stock prices rose but then declined again. 

The international value of the kronen declined by 2.6 percent. 
The exchange rate of the dollar rose 12.5 percent. 

The cost of Living rose by 2-3 percent. 

Wages rose but production stagnated or declined. 

In this period the state had a deficit of 6.5 billion kroner. 


Denmark paid 2.7 biliion kroner in interest abroad. 
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STEPS TO DEFEND FRANCE EXPECTED TO BE EXTENSIVE 


Pacie LE NOUVEL BCONOMISTE in French 25 May 81 pp 34-35 
(Acticle by Jean-Mare Sylvestre/ 


[Text] Since May 11, the franc has been under strong attack. To defend it, the 
Socialists will make use of all the monetary weapons: reserves, rates and exchange 
control. But they will do so with moderation and, for the time being at least, without 
leaving the EMS. 


Newly installed at the Elysee Palace, Francois Mitterrand is going to have to tackle 
the problem of the franc, to reassure capital holders and avoid outflows. Because 
ever since 11] May, the exchange market has been teetering. 


Under fierce attack by the international financial community, the French franc, ranked 
at the top for months, is now in last place in the community system. 


Franc sellers stepped up their transactions in a speculative fever, and buyers dragged 
their feet. As for runners on the Swies border, “activity has picked up,” according 
to bankers in Geneva and Annemasse, who have observed “an unusual flow of Prench 
notes” for the past two days. The result: with a dollar at almost 5.6 france doped 
by American interest rates and a German mark at 2.4 france, the French franc is 

stuck to the bottom of the EMS, held at arm's length by monetary authorities. 


The new president's men, Jacques Delors and Christian Goux, have carefully avoided 
any moves to intervene on the exchange market during the interim period. “I don't 
want joint management,” the new president has said. He, however, has never made 4 
secret of his determination to defend the franc against any speculative movements, 
or, in other words, to maintain the orthodox line by working through the EM6. Since 
May 11, and at the initiative of the outgoing prime minister, Raymond Barre, Jean- 
Yves Haberer, Treasury director, and Renaud de la Geniere, governor of the Bank of 
France, have not wasted any time in making their presence felt by dumping 10 billion 
france’ worth of foreign currency on the market. This was accompanied by an excep- 
tional increase in intervention rates, which went from 13.5 percent to 18 percent. 


The new finance minister, who is just as interested in a strong franc as his predecessor, 
still has some 130 billion france in foreign exchange or lines of credit at the Bank 
of France. He also has at his disposal 230 billion worth of gold. Hard to mobilize, 














to be sure, but it Can be used to guarantee loans, And this isn't counting the pos- 
sibilities of short«term assistance available to France from central banks of the 
other BMS countries. For the moment, Karl Otto Poehl, president of the German bank, 
feare for the stability of the BMS and claims he is “ready to support the franc, even 
at the ciskof increasing inflationary pressure in the FRG. Go as not to upset the 
"reneh, the central bank on the other side of the Rhine has even decided not to 
raise ite rates in response to the American escalation. Frits Lentwiler, governor 

of the Swiss National Bank, is prepared to help Mr Mitterrand's franc, 


According to Jacques Delors, “this method of using up all your ammunition cannot be 
employed for too long, since reserves would mel~ away like snow in the sun.” 


As for the rates weapon, it has ite limits. Day-to-day money drawn by the Bank of 
France, which was being sold at about 12.5 percent right after the second round of 
the elections, is being transacted today at about 17.5 percent--a record. 


Pumped dry by these price conditions, bankers wasted no time in raising their base 
rates, firet to 14.75 percent and then to 15.75 percent. This was after an attempt 
by Rothechild and Dreyfus to increase rates to 16.5 percent, which was closer to the 
market rate but which would have created disaster if applied by all banks. For the 
moment, the BNP /National Bank of Parig7, societe generale, and Credit lyonnais are 
“stepping on their margins.” All credit terms (as applied to consumers, housing and 
business) are, however, going to have to reflect this first increase. Potential real 
estate investors (already quite timid), firms which have not frozen investment pro- 
jects, and the government, which is going to have to borrow to finance its budget, will 
defray the costes. 





Coercion 


Perfectly aware of the fragile equation they have to solve, the experts recently 
installed at the rue de Rivoli will thus not hesitate to make hasty use of more 
forceful means to calm the currency situation. 


At the Bank of France, people are not excluding the relatively imminent possibility 
of tightening exchange controls. Nothing is preventing the monetary authorities 
from reducing the possibility of hedging operations for commercial operators. If 
this is done, importers could not receive cover for a period of more than one month, 
instead of two. And exporters would have to repatriate their foreign currency more 
quickly, during the month following settlement. 


As for foreign investment, the new foreign economic affairs leaders could very easily 
tighten control and monitoring of large transactions and lower the ceiling on capital 
transfers for individuals, which is currently at Fr 5,000 a trip. The last and 

final weapon: creation of a foreign-exchange certificate, to prevent purchases of 
foreign stocks and bonds. 


Paradoxically, the “international investors” who do business for First National 

City Bank or Morgan Guaranty, for example, are expecting protective barriers of this 
sort to be set up, and the possibility of eventually seeing the French currency head 
towards devaluation, a8 a last resort, is not excluded. The president of the Bank 

fur Gemeinwirtechaft (Bank of West German Labor Unions) believes that “it is inevitable 
that the French franc depreciate against the deutsche mark, inter alia.” This is a 


10 








propesition which finds a certain echo with major French exporters, who have already 
been enjoying rates 12 percent lower for the past year. During the campaign, the 
socialist experts indeed felt, like many others, that “the franc was still overvalued,” 
The increased cost of imports and especially the energy bill, however, severely cur- 
tail the freedom to depreciate. “The 5 percent loss since January has, according 

to figures from the PETROLEUM INTELLIGENCE WEEKLY, already increased the cost of oil 
by Fre 4,8 billion.” The possibility of withdrawing from the EMS, under speculation 

in financial circles today, seems premature at the least. Last week, Lionel Jospin 
considered the possibility as “sero.” 


Credibility 


In summary, it is perfectly possible that the new government will ask Bonn to modify 
the pivot rates or the margins of fluctuation (currently at 2.25 percent) within the 
enake, to give it a broader field of maneuver. But, credibility will be lost if this 
is used more than once. 


The new monetary policy makers are well aware of the fact that they cannot do too 
much without the ciek of triggering effects which are just the opposite of what they 
want. 
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STRONGER DOLLAR HURTS LOCAL BCONOMY 
Athens TO VIMA in Greek 7 Jun 61 p 6 
[Article by K. Latifie and P. Kiavdianos) 


(Text) The American currency ise now skyrocketing. And both 
the gap in the Greek balance of payments and our inflation 
are following |: at the same frantic pace. To check this 
catastrophic downward course, our economy must make new 
choices. 


Since the middle of last year, a continuing and persistent rise in value of 

the American dollar has been observed. But given the present interrelations 
and dependencies which prevail within the international monetary system, this 
appreciation of the dollar translates into a depreciation of most of the 
currencies of the other countries. Within a year, almost all the currencies, 
and those of the developed industrial countries in particular, have undergone 
changes: Some have noted a slight or relatively large depreciation, and others 


an appreciation (dollar, pound, yen). 


At this moment only three currencies are considered “strong,” in that their 
value and their parity against the others has increased. These are the U. 5. 
dollar, the English pound, and the Japanese yen. All the others--even the 
German mark, which was still strong just a few months ago, or the French franc, 
the Swiss franc, and so forth--have undergone depreciations. 


The international currency system, which entered into conditions of destabiliza- 
tion and imbalances a decade ago, finds itself now (and will find iteelf for 
many years to come) in a crisis. And this crisis exposes the multifaceted 
changes and displacements which have happened to the earlier state of affairs, 
where in a climate of relative stability there was a certain hierarchy prevailing, 
whose governor at the top was the dollar. The new make-up of economic~-industrial 
influence which was forming in the first two post-war decades found a certain 
expression by wey of the monetary crisis and other changes in international 
economic relations. It is a fact that the United States’ has declined, while 
that of other powers (Japan, Germany, and others) increased, through their 

fight for a place in the new interrelationships. 














The first (1972-1974) and second (1979-1980) petroleum shocks occasioned, helped 
along, and prompted new rearrangements in the international economic sector, 

and they propagated an economic crisis which had as ite most characteristic 
symptoms the following: Inflation, the stagnation of economic activity, 
unemployment, monetary disequilibrium, and generally the end of the post-war 
eyele of economic growth. 


The decade of the 1980's marke 4 new and decisive period. Profound rearrangements, 
adjustments, and orientations are getting ready to emerge at ail levels of 
economic life in the developed countries, especially among the five or six 

large capitalist powers, while at the same time the Third World, with its 

cohesion in question, is trying to win a place in the international arena 

It seems that the bloc of state-economy countries has entered into conditions 

of stagnation--or even recession in certain countries--in view of which this 

bloc is not expected to become decisively involved in these international 
rearrangements in the coming yeare. 


The American "“Counterattack" 


Following the second and very powerful o11 shock, Burope is emerging generally 
in an injured condition and with defensive positions, whereas the United States 


and to a lesser extent Japan are emerging with an aggressive posture. 


In ite offensive, the United States is being fueled both by its existing 
economic potential--the importance which it has internationally and its energy 
self-sufficiency--and also by the relative slump which the Buropean economies, 
the Third World, and also the state-economy countries have experienced. 


The appreciation of the dollar is due to many factors, but the most influential 
one is its tough, persevering anti-inflationary policy, which has resorted to 
drastic remedies such as the “historic” increase in interest-rate levels, which 
have gone as high as 21-22 percent. The immediate side effect of this increase 
(since it gave rise to a large interest-rate discrepancy between the United 
States and the other countries) has been the return of enormous volumes of 
capital to the United States, which on the one hand have strengthened and 
stabilized the standing of the dollar (continued appreciations, and so forth) 
and on the other hand have weakened the currencies of the other countries (except 
for a few), their foreign-payments balances, the competitiveness of their 
products, and the like. 


In acting within the framework of a monetarist accentuation similar to that 

of Mre Thatcher, the United States has sacrificed growth and employment in the 
face of the danger posed by an inflation which, as is known, is considerable 

for the conditions in that country, which threatened to disorganize the American 
economy and to undermine the position of the United States internationally. 


It was a choice avoided by Carter, but one which Reagan promised again and again 
prior to the election to the middle-class American, who is strapped by loans 
for a hundred and one different things. 














But also this policy turned out to be "friendly" to the large American 
monopolies as well, because it obviously facilitated the “weeding out" of 
marginal outfite and thus helped in the process of super-concentration. 


In fact, recently there has been a notable stimulation in the United States, but 
thie is observed only in certain industrial branches, and thus it is not able 
to absorb the existing unemployment. 


But what is significant is the repercussions of all these measures and their 
results on the economies of the other countries. At this moment, Burope is 
protesting against the “destructive and absolutely unacceptable" American 
policy (Chancellor H. Schmidt), which has the appearance of “a veritable 
hurricane, and therefore we will say to the Americans that this cannot continue 
for very long" (Jacques Delors, French minister of finance). These charges 
are not far from the truth, considering that the repercussions on the Buropean 
countries are the flight of the! capital and the pressure for higher interest 
rates--which, however, restric’  onomic recovery, decrease exports, increase 
unemployment, weaken the Buropeen and the other non-European economies, widen 
the deficits in the trade and external-payments balances, depreciate their 
currencies, and have 4 large umber of other emall or great repercussions 

and side effects. 


In light of all these shifte in standings and dispositions on the international 
level, the question automatically emerges concerning whether this specific 
American economic policy serves only domestic objectives of stabilization, or 

is it the case--because of the multifaceted mutual dependencies, interconnections, 
and correlations which exist within the framework of international economic 
relations between the American dollar and the other currencies--that it is 
serving indirectly (perhaps even by design, in order to maintain this means 

of leverage) another goal of the United States as well, which aims at strength- 
ening American hegemony in the international economic (as well as political, 
military) sector? 


The Buropean partners of the United States suspect, or rather perceive, the latter. 
But what has a special (and historic) significance is that the repercussions 

of the American measures and policies have a “destabilizing” character as 

regards the other economies, and this is forcing them finally into a 

rapprochement to form an alliance which will restore the new international 
balances. Events show that the American aspirations are not going to be 

realized, precisely because by now a new balance has been formed which puts 

other countries into powerful positions as well. What we have here is simply 

a struggle which is already developing and which will last a long time. 


But one fundamental aspect of these developments is that these policies, 
“aggressive tactics,” measures, and so forth are conducive to a new redistribution 
of the internationsa. income and wealth among the various countries. The 
dissimilarities present in the stabilities of the various currencies, in inflation 
rates, in the degree of recession, and in the efforts toward a recovery, and the 
deficits in the trade balances, in the payments balances especially, in public 
finances, and so forth, among the various states are precisely the phenomena 

and the indications which show to what extent a specific “national” economy is 
being downgraded or kept at the same level or promoted in the international 
interrelations. The small states are unable to oppose this, and they are forced 
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to form alliances for broader economic associations, It is a fact that the 
economies of all countries are being internationalised further. 


The Greek Position 


In such extensive economic crises, just as the small businesses risk more han 
the large ones do (of course, there are exceptions to the rule), so also the 
economies of the small countries will emerge in a greatly weakened state from 
these continuing quakes. With the two oil shocks the Greek economy was 
destabilized, and it entered into a long cycle of crisis. It does not have 
stable structures. Because of the inevitable adjustments and shocks which it 
will encounter, its accession to the BEC will oblige it to undergo serious 
ordeals. 


Because of the (chronically) faulty conditions shown by the corresponding 
magnitudes (domestic and foreign financial balances, low-level productive 
structures, distortions in the economic linkages and mechaniams, end so forth), 
in recent years its currency has experienced a steady depreciation and weakening. 
From 36 drachmas to the dollar and 15 drachmas to the German mark in 1977, today 
it has reached 58-59 drachmas and 24-25 drachmas respectively--that is, it has 
depreciated by 63 percent and 55 percent respectively within 4 years. In recent 
years, an “intentional” and gradual devaluation has been practiced in order to 
deal with problems involving the balance of payments. 


Generally speaking, at this time Greece is facing a very critical problem with 
respect to its balance, which is aggravated because of the rising scale of prices 
for petroleum. But alongside this “intentional” devaluation of the drachma for 
export purposes, there is in addition also the “involuntary” depreciation which 
arises from the extensive and steady appreciation of the dollar. And so the 
latter appreciation has aggravated the already depreciated status of the drachma. 
Circumstances become very difficult and threatening. Because not only does this 
not help our exports (despite the sacrifices with respect to the currency), but 
also many dangerous conditions are created in the more “strategic” sectors of 
the economy. And here it should be stressed that for Greece recovery will 

be very difficult. 


The effects of these very powerful pressures which are coming from outside 
(appreciations of the dollar, aggravation of the balances, and so forth) are 
added to the sources of sickness which exist within the economy and which are 
even more powerful. The side effects are much greater, much more extensive than 
those in other countries with stronger economic structures. Thus, inflation 
flares up more easily from these domestic and secondarily foreign sources. 

The dominance of the sphere of distribution, marketing, and so forth within the 
economy magnifies the inflationary conditions. With the rises in value for 
oil, the dollar, and imported products, the country is diverting * portion of 
its national income to foreign countries. Inflation and the deficit in the 
balance of payments are being intensified dangerously and devastatingly. 


In principle, the depreciation of the drachma will have an effect on the balance 
of payments. It will discourage imports into the country and will encourage 


exportr. 
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Figure: Foreign-exchange Parity Between the Drachma and the U. S. Dollar 
(average value) 


Key: 1. Drachmas 
2. M = March or May, [ = September, 4 = December, I = January, 
® = February, A = April 


But the appreciation of the dollar is passed along by way of imported products 
as an increase in their prices. And despite the fact that the entire appreciation 
does not show up as an increase--usually some 6 to 7 percent is carried over-- 


because a portion of it is “absorbed” by the foreign supplier, nevertheless this 
increase is significant. 


As we will see subsequently, if all our transactions are figured in dollars, this 
extra burden is so large that when it is added to the internal and very important 
causes of inflation, the objective of a 20-percent inflation in 1981 which the 
government has set becomes a utopian dream. 
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But the balance of payments will be made worse despite the probable positive 
influence from the increase ia exports due to the depreciation of the drachma. 
And this is because the appreciation of the dollar will require more and more 
drachmas fo. our payments of every type. 


But let us look in more detail at the repercussions on the Greek economy from 
the appreciation of the dollar. 


Repercussions From Imports 


Greece carries out 14-15 percent of its imports from the United States. These 
imports represent 19 percent of total imported capital goods, 12 percent of its 
industrial imports, 30 percent of the imported food, and 10 percent of the 

raw material. 


As was mentioned earlier, given the appreciation of the dollar we have in 
principle an increase in prices for imported goods which is significant. In the 
first 4 months of 1981, the depreciation of the drachma was about 25 percent. 


No matter how much our imports decrease because of the fact that they have 
become more expensive, nevertheless the extra burden on prices and the burden 
on the balance of payments should be regarded as significant, because many more 
drachmas will be required to import the same goods. 


Thus, alongside the positive effect from this appreciation because of a reduction 
of imports, two problems also emerge immediately: An increase in domestic 
prices, and an extra burden on the balance. 


But this situation is considerably more negative if we do not limit ourselves to 
the 14-15 percent represented by our imports from the United States. Two other 
factors are also very significant. 


Fuels: As is known, fuel imports--about 1/3 of all our imports--are realized 
in dollars. Their prices are not likewise fixed in dollars internationally, 

so that any increase in the price of oil has an immediate effect. The extra 

burden from this direction will be large, both with respect to inflation and 

on the balance. 


Other goods: This pertains to the significant portion of Greek imports which 
are realized in dollars but which are not imported from the United States. The 
share held by these exceeds even that of our imports from the United States. 


These have to do chiefly with capital goods, raw materials, services, and some 
agricultural products. And in the same category we should include also products 
which have a fixed price internationally in dollars, such as coffee, for example. 


Thus if we consider these three aspects--imports from the United States, payments 
in dollars for other imports, and fuels--we probably are in excess of 60 percent 
of all imports, and this is what makes the appreciation of the dollar an acute 
problem today, and not just the imports proper from the United States. 
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Fuel Imports 


As we mentioned earlier, in the case of oil the appreciation of the dollar 
functions with respect to the Greek economy like our imports from the United 
States, since the relevant transaction is conducted in dollars. In fact, the 
repercussions are even stronger, because oil has a set price internationally, 
and thus the absorption phenomenon--that is, the conversion of only a part 

of this appreciation into an increase in domestic prices--does not function 
here at all. 


And what we have here is an item which is terrifically large for the Greek 
economy. In the first 4 months of 1961, it represented 38 percent of total 
imports, while in the first 4 months of 1980 and 1979 it represented 31 percent 
and 21 percent respectively. And today the value of this imported oil is 
nearing equality with the value of the country's total exports. 


Aside from the inflationary repercussions in this case, we could say that each 
increase of 1 percent in the value of the dollar against the drachma means also 

an increase of 1 percent in the drachmas we pay for the same amount of petroleum 
(assuming its price remains stable). And this entails huge sums, when we consider 
that the appreciation of the dollar against the drachma was about 25 percent in 
the first 5 months of 1981, and the value of the imported fuels for 1980 was 

about $3 billion, while for 1981 it is expected to exceed $4 billion. 


Repercussions From Eryvorts 


Theoretically, our exports to the United States are favored. They become cheaper, 
more competitive. They should increase. The same thing ought to apply also 

to those countries with which we do business in dollars. Today, about 10 percent 
of our exports are destined for the United States. This is 12-13 percent of 

the country's total industrial exports and 7 percent of its exported foodstuffs. 


But this favorable aspect does not make up for the negative repercussions from 
our imports. And we should further take into consideration the fact that other 
countries as well, which are more competitive than Greece, will increase their 
exports--for the same reason--to the United States, thus being in indirect 
competition with the Greek exports. It is clear that a depreciation of its 
currency will benefit that country above all which is oriented toward exports. 
And Greece is not in this category. 


Invisible Receipts-Payments 


Theoretically, the appreciation of the dollar ought to have a positive effect 

on our invisible receipts. It favors the attracting of tourists from the United 
States, as well as merchant-marine and emigrant remittances. In fact, it 

favors especially the remittances for housing which are deposited here in 
foreign currency, in this case in dollars, which also represent the majority 

of such remittances. 


But we ought to note that this effect is not automatic. It is evident that 
the tourists finally “got the message" when the dollar passed 55 drachmas. 
But for more general reasons, tourism appears to be down this year. 
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On the other hand, the effect on our invisible payments will be negative, since 
in great part they are serviced in dollars (interest rates, wages, profits, and 
so forth). 


A more general upheaval will develop also in the productive process, if we 
reflect on the degree of dependence which Greek industry has on raw materials 
which are imported. Branches of industry which procure raw materials chiefly 
from the United States (and England, because of the rise of the pound as well)-- 
drug industries, for example--must now face a different price-list. 


The Public Debt 


The appreciation of the dollar has significant effects also on the servicing 
of the public debt (as well as on private borrowing). It is calculated that 
today about 70 percent of foreign borrowing is conducted in dollars. 


The effect of this stems both from the value of the installment payments, since 
more drachmas now will be required in order to pay them, and also from the 
overall debt amortization. Because not only is the interest paid in dollars, 
but also the interest rates have increased greatly in recent times. 


This influence is impairing the balance of payments and in addition is 
intensifying more the pressure which the already large debt is exerting on 
the national economy, and this is further reducing the credit standing of the 
country. 


These new developments in the international money market, with the continuing 
appreciation of the dollar and the depreciation of the drachma, in parallel with 
complications for the more sensitive and critical sectors of the Greek economy, 
not only do not betoken a "recovery" for the second 6 months of 1981, as the 

New Democracy government persistently tries to "lead us to believe," but rather 
it portends a further aggravation of the crisis which the country entered into 
some years ago. 


The Greek economy now finds itself in very difficult circumstances, and only a 
different economic policy based on long-range considerations can lead it toward 
alternative paths to solutions. 
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ECONOMIC ITALY 


MERCHANT MARINE MINISTER REPORT ON SHIPYARD CRISIS 
Naples NORD E SUD in Italian Jan-Mar 81 pp 104-111 


[Article by Minister of Merchant Marine Francesco Compagna: "The Crisis of the Ship- 
yards"; "We publish the minister of merchant marine's report to the Transportation 
Committee of the Senate on 25 February 1981") 


[Text] 1. An initial section of my report cannot help but deal with the crisis and 
its causes: the very serious crisis of the shipbuilding indi.» ry, and the less seri- 
ous-=-but still serious--crisis of the ship-repair industry. 


Indeed, when we discuss the shipyard industry, when we propose to make an effort to 
protect production capacity and employment in our shipbuilding and ship-repair yards, 
we cannot and must not undervalue the factors of a crisis that is hitting not only 
the establishments of the Italian peninsula. 


In the world's shipyards, the work load (ships ordered or under construction) had 
reached in 1974 the exceptional figure of 120 million GT [Gross Tons]. It then fell 
off rapidly: in 1979 it reacheda low of 17 million GT. It went up to 20 million GT 
in 1980; but this rise is not sufficient to justify speaking of a reversal of trend. 
Actually, at this point in time, the world shipbuilding industry has a volume of or- 
ders barely sufficient to provide, on the average, a little more than a year of work. 


Why this steep drop of the shipyards’ work load after 1974? 


Because from that time, an abrupt shrinkage of maritime traffic was manifested--espe- 
cially of that traffic which before 1973 had been leading an exceptional expansion: 
hydrocarbons and bulk dry cargoes of raw materials for basic industry. 


When couldone hope for an effective, satisfactory revival of orders to occur? In the 
unanimous opinion of the experts, from the second half of the 1980's. 


Meanwhile, as an effect of the crisis, there is coming about a profound alteration in 
the geographical distribution of shipbuilding “vocations,” so to speak, and therefore 
of the productive capacity of the world shipbuilding industry. 


The new producer countries--Korea, Taiwan, Brazil--acquiring the tried-and-true tech- 
nologies already put to good use in Sweden and Japan, have been able to garner, 
thanks to their lower labor cost, a considerable proportion of the world market, thus 
aggravating the repercussions of the crisis in the European countries with a more ma- 
ture shipbuilding tradition. 
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in 1980, Japan and its satellites in Southeast Asia acquired about 60 percent of the 
orders, while the European shipbuilding industry's percentage dropped from 19 percent 
to 16 percent, with a 1.3=-percent share for the Italian industry. 


As a consequence of this crisis and of the geographic distribution of shipbuilding 
vocations, 63 slipways have been demolished or deactivated in the Community area 
since 1975 (only 6 in Italy); and as for the labor force employed, it has been cut by 
40 percent in the EEC area (32 percent in Italy). 


2. How does Srussels' policy figure in this framework? More than in the industrial 
policy of Davignon, the reasons for our dispute with Brussels are to be sought in 
certain rigidities of the policy to safeguard the conditions of free competition. 


Aid to production is tolerated only if it is degressive. It is desired in this way 
to maintain the supposition that public intervention in support of production cannot 
be permitted if it is not clearly aimed at precise objectives for restructuring of 
the sector; whereupon, when these objectives are reached, production capacity is re- 
duced, but is still capable of being put to use without further recourse to state 
aid. 


We do not deny that there is a certain justifiable foundation for this approach: the 
imbalance between prices and costs must be corrected, rearrangement of the production 
structures must be promoted. But apart from the safeguarding of the conditions of 
free competition, an industrial policy is also necessary which is aimed at reviving 
or defending an adequate emphasis, in the shipbuilding sector, on the strategic im- 
portance that must be assigned to the shipbuilding industry for each country. We say 
further that the aid system prevailing in a country cannot prescind from the condi- 
tionings of economic and social type, and also of legal type, that may in fact erode 
the real value of the aid as regards deficiency of appropriations, for example, or 
the expenditure procedures. 


In reality, the production costs of the Italian yards, considered without reference 
to the effect of the passive costs, seem comparable to those of the European yards. 
But it is difficult to reduce them appropriately by taking action within the sector. 
The gap between Italian and Furopean shipbuilding costs is due largely to the high 
costs of Italian production upstream from the shipbuilding sector: that is, all the 
consequences of the drop in productivity that Italian industry is undergoing as a 
whole--because of injurious factors that we now understand well, but the damage done 
by which is none the less for all that--fall on the finished product, the ship. 


In any case, Brussels has censured us. First of all, our position has been weakened 
by failure to present the sector plan--though it should be understood as a restruc- 
turing plan that also has objectives of adjusting the size of national production ca- 
pacity to the extent that has occurred in other countries. As regards my responsi- 
bilities in this matter, I hasten to point out that I sent the plan to the CIPI [In- 
terministerial Committee for Industrial Policy Coordination] in November, and that I 
am now pressing for discussion of it on this final level. 


The Community also, though, will have something to say about the contents of our 
plan; and meanwhile, the Community organs are challenging the aid we have granted in 
58 cases on the basis of the law of 1978 (No 231), and also the maximum ceiling es- 
tablished by the law of 1980 (No 127). They are disputing this aid because it is not 
degressive, because it is not purpose-directed toward restructuring, and because the 
top level of the contribution rates is too high. 
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We have tried to counter these challenges with our objections, The principal one is 
thie: in Italian legislation, aid to production, granted in function of the contracts 
made, is the only aid provided for, while other countries make use of forme of incen= 
tive that can be accumulated or used alongside direct aid to production, 


And there is another thorny problem that afflicts our relations with the EEC in the 
matter of shipyards: the problem of aid to repair, modification and demolition activ~- 
ity. The Community organs heve inetituted proceedings for infraction with regard to 
the law of March 1980 (No 94), not considering the aid provided for by those measures 
to be purpose-directed toward 4 trimming of excess production capacity. It is feared 
in Brussele that the Italian system for aid to ship-repair might be imitated by 
other member countries and furnish them with incontestable justifications. 


In the face of thie objection, we are trying to establish our Mediterranean and 
southern=Italy objection as a valid one, Mediterranean: the competition from third 
countries is getting tough precisely in the Mediterranean area. Southern Italy: the 
shipyard employment levels must not be reduced right in the middle of the southern 
unemployment area, where a good number of our ship-repair yards have located. 


}. Thus | have illustrated the areas of dispute for you, albeit summarily. Now I 
must present to you the negotiations in progress. 


On | December | met in Rome with Mr Vowel, who until 31 December was my interlocutor 
in hie capacity as Commissioner for safeguarding of the conditions of competition: a 
leaden man but 4 respectable one, correctly rigorous in the exercise of his mandate. 
We did not succeed in reaching an agreement that would eliminate or at least mitigate 
the pending dispute. I had to take a rigid position especially vis-a-vis the assump- 
tion of unconditional adherence on our part to the proposed Directive V for disci- 
pline of the shipbuilding and ship-repair sector. I then also refused our support 
for an extension of Directive IV (whose ending date was 31 December 1980). 


Voue!, a Luxembourger, went hie way on 31 December, and in came Andriessen, a Nether- 
lander. In order to prepare the ground for constructive discourse with the new Com- 
missioner, | then gave our support to an extension of Directive IV, but only to 

31 March; and we are almost to that date. 


Let us now sum up the major pointes of friction between us and the Community. It is 
true, firet of all, that we are behind schedule on the sector plan. But it is also 
true that the Community has not accompanied and corrected its discipline of national- 
shipyard support action with any appreciable statements on industrial policy. And 
then there is the question of the admissibility of aid in favor of repair activity: 
the Community is very rigid, and we, for our part, cannot succumb to the competition 
of third countries, nor pour ealt on the wound of southern unemployment. But the 
most difficult point of friction is the one that derives from the Community's pretext 
of subjecting to anticipatory control any possible aid that might be provided for by 
measures to rebuild the capital of the firme in which the state has a share. 


if we were to grant this pretext, the repercussions would fall not only on the ship- 
building and ship-repair industry. On the other hand, it is obvious that repeated 
measures to recapitalize the shipyard firms would--we can admit it among ourselves-- 
justify certain Community concerns, because they would appear to be disguised aid. 
But for the steel industry, we are already maintaining that the measures--though they 
are obviously not recurring ones--to recapitalize the firms are not to be understood 
as aid to production and cherefore are not in conflict with the norms of the Treat 

of Rome. 
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| have recently called for a meeting with Seotti, De Michelis and La Malfa to work 
out @ policy lime that would make it possible for use to eliminate the previous dis- 
putes and get Brussels to accept corrections that would make possible our adherence 
to the proposed Directive V, Several consequences of our friction with the EEC are 
injurious to us alee, Indeed, the blocking of the Italian norme by the Community or- 
gane: (1) prevents the definition of the contributions for the 58 cases under Law 
No 231/78 that have been challenged; (2) hae made practically inoperative Law No 
122/80, under which 129 contribution applications have been made, corresponding to 4 
volume of 485,000 GT in orders acquired in the last 2 years, with total invoicing of 
930 billion lire; (3) has made equally inoperative Law No 94/860, under which about 
2,000 contribution applications have been made, with total invoicing of 400 billion 
lire=-more than that, if anything=-in the 2-year period, Therefore, solution of the 
problems in the dispute with the EEC is necessary and urgent in order to keep these 
consequences from having irreparable repercussions on our shipbuilding and ship-repair 
industry, which is already in such great difficulty that it has obliged ue to have 
recourse to provisions such a8 those that Bruesele then censured, 


hut one should not nurture the illusion that a solution can be found by table~-pound~ 
ing and walkoute. I broke off with Vowel, and I hope that Andriessen is convinced by 
thie that for Brussels aleo, the solution, in the shipyard dispute with Italy, cannot 
be found without pondering, for what they are worth, both our problem of strategic 
self-sufficiency and our problem of employment in the areas of southern unemployment. 
But we would delude ourselves if we thought we could pase off the salvaging of ship- 
yards that are scarcely important from any point of view as intangible national in- 
terests. 


On the other hand, solution of the probleme under dispute is needed as preparation 
for the calmer confrontation that will be needed in the short term for the instru- 
ments to implement the sector plan. And this consideration too takes n the charac~ 
ter of a line that marke the limite of our contractual power. 


4. It is helpful at thie point to recall the hypotheses of the sector plan. it is 
considered first of all--and this is the very foundation of the sector plan--that the 
factors penalizing the Italian shipbuilding and ship-repair industry vie-a-vie that 
of the other countries of Europe can be reduced: that is, the delays in payment of 
the contributions, as well as the progressive increase in the burden of financial 
costs, and last but not least, the low mobility of the labor force. If such reduc- 
tion of the incidence of the penalizing factors is really possible, then the objec- 
tive of reaching in the Italian shipyards the production costs of the European compe- 
titors is approachable, first of all, and then achievable. 


But the plan has other objectives also: (1) it is desired to preserve an installed 
capacity of 325,000 GT for the major yards and 55,000 GT for the minor yards (apart 
from an installed capacity of 100,000 GT for production of naval craft); (2) it is 
desired to stabilize direct employment at the present levels (about 18,000), permit- 
ting only temporary suspensions of turnover in the Center-North and with the con- 
stant concern to ensure rational composition of the work forces by admission of 
young workers and specialists who keep the technological efficney of the big yards 
high; (3) it is desired to expore, with particular reference to the so-called ‘off- 
shore" sector, a path of production diversification, which promotion of applied re- 
search could help to smoothe out and provide a base for. 


These, in summary then, are the objectives, which bring us to two other hypotheses. 
One has to do with the annual development of degand for new naval craft: a total of 
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200°250 GT. The other consists in providing for 4 gradual reduction of the unused 
portion of imetalled capacity, from the present 35 to 40 percent down to 0 in 1985, 
If these two hypotheseswere not to become realities, I doubt that the objectives for 
installed capacity and employment, ae willingly formulated by the plan, can be ef~ 
fectively approached. 


Starting from the hypotheses, in any case, the matter has to proceed farther: toward 
the instruments, Ae for the financial means that will have to be put into play by 
the Minietry of Merchant Marine, the plan indicates an average annual need of 400 
billion from 1981 to 1983, to be distributed, in varying degrees, among aid to pro- 
duction, coverage of the increases in production costes, restructuring, demolition 
and new construction combined, and ecientific research, It ie a big financial ef- 
fort, yet it would not be enough if it did not have the support of apposite injec= 
tion of new capital: in other words, without recapitalization of Finacantieri 
[Shipyards Finance Corporation|, a good part of the contribution would be absorbed 
by payment of bank interest. The subject of Directive V therefore comes back: if it 
prevented ue from recapitalizing Fineantieri, it would not even be worth the trouble 
for ue to have @ sector plan, 


What is the coset of recapitalization? According to the white paper of the PP.SS5. 
[Public Services), the total amount would be 560 billion, to which, though, about 
200 billion would have to be added to cover the losses of 1980 and the 210 billion 
calculated for taking over the Breda yard (we shall not mention the Muggia yard 
right now), ae well as coverage of thie year's losses, if, as appears possible, the 
provisions under the competence of the Ministry of Merchant Marine were not to 
intervene in time. 


Thie means that if we want to and know how to provide ourselves with the plan, 
equipping ourselves with its considerable financial means, we will also need, right 
away, an organic law that takes the Community restrictions into account. The essen- 
tial structure of this requirement has already been worked out by the ministry's 
competent departments. It would have been stupid, and culpable, to wait for approv~ 
al of the plan before preparing the law that would ensure implementation of it. 
Thus, in sending Senator Signorello's plan to the CIPI I made sure to draft the or- 
ganic law ahead of time and to have it ready at hand for the Cabinet. 


Meanwhile, though, consultation with Bruesels beforehand would be of no small bene- 
fit for the purposes of the relationship between the plan and its implementation 
law: consultation during the wait for Parliamentary approval, and provided that the 
current dispute on the 1978 law and the two 1980 laws--the so-called buffer laws-~-is 
mollified. Woe indeed if the organic law had to go through the same thing as with 
the three buffer laws, which are still ineffective because of the Community censures 
after their passage by Parliament. 


5. To conclude, I believe, in any case, that I should give the Committee a few pre- 
views of the innovative aspects of the organic law that will have to function down- 
stream from the sector plan: (1) it is desired to take simultaneous action on both 
the demand for and the supply of vessels; (2) it is desired to avoid the greatly 
lamented delays in payment of contributions, and innovations in the contribution 
mechaniems are therefore wanted, permitting advance payments on the order equal to 
75 percent (of the contribution); (3) it is desired to revise the shipbuilding- 
credit mechanism, both in order to reactivate its functioning and in order to separ- 
ate the sphere of allocation of the credit institutions from that of the Ministry, 
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in such 4 way a8 to put the choice of the initiatives appropriate for incentives 
back inte the channel of the natural competencies, For thie last =-mentioned purpose, 
it seems advisable to cut the levy on interest (which etill remains proportionate to 
the reference taxes and therefore to the indications of the financial market) loose 
from the financing inatitutions' loan contracts, 


6. At thie point, after giving you thie preview information, it remains to me, hon- 
orable Senators, only to tell you how valuable the contribution of the experience 
and understar’ ng expressed in the Parliament can prove to be to me. But in rela 
tion to thie experience and understanding, I would like to make it clear today that 
the Minister of Merchant Marine has to take many outside interlocutors into account 
even when he finds himeelf before an authoritative Parliamentary Committee euch as 
yours. 


There are the trade unions, and I have been informed that Senator Signorello con- 
sulted them broadly in the phase of elaboration of the plan. Of the Community or- 
gane we have spoken; and very often, their red and blue pencile underline and write 
objections to precisely those decisions that the trade unions assert are "“nonnegoti- 
able.” And finally there are the colleagues in government, the ministers who to~ 
gether constitute the board of the CIPI and who have to express their judgment on 
shipyards ae well as on steel, 


The Minister of Merchant Marine has no dogmas to defend, neither in the CIPI nor in 
Brussels nor in the matter of “confrontations” with the trade unions. But he will 
take care never to confuse the possible with the desirable, but will nevertheless 
see to it that an attempt ie made to bring the limits of the possible into line with 
the desirable. 
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ECONOMIC ITALY 


ROUNDTABLE. ON WAGE INDEXATION, INFLATION 


Rome CONQUISTE DEL LAVORO in Italian 18 May 61 pp 6, 11 


[Discussion with Messrs Crea, Monti, Napoleoni, Sylos-Labini and Tarantelli by M.P,: 
"Wage Indexation and Inflation" in Rome on 5 May] 


[Text] A synthesis of the important round-table discussion 
romoted by ISEL in conjunction with the secretariat of the CISL 
Italian Confederation of Labor Unione) in Rome on 5 May. 


The round-table discussion on wage indexation was organized by ISEL in conjunction 
with the CISL secretariat and hosted by CNEL [National Council for Beonomy and Labor] 
under the chairmanship of CNEL President Storti on 5 May. A brief article on it was 
published in our previous issue. But considering the importance and immediacy of 
the subject under discussion and the importance of the participants, it is well to 
attempt to give as much information as possible about the opinions expressed. Still, 
it is not easy to summarize some 4 hours of debate, especially because some contri- 
butions (e.g. Prof Monti's) contained weighty logical and technical passages, even 
in his brief replies to some comments from the public. It is inevitable, then, that 
the summary will contain some distortions and omissions, but it is hoped that they 
will not detract from the clarity and substance of the statements and points made 

in the course of the discussion. Of course, we are ready to complete or correct 
anything that the participants, who have not seen this summary, think is inexact 

or too important to leave out, 


Crea: The True Place of Wage Indexation in Our Discussion 


The fervor and cultural and political commitment that have been lavished by several 
people on such an important subject this week have not always been matched by equal 
clarity on the matters under discussion. 


What we are really discussing is the drafting of an organic proposal, which the 
government and its public and private counterparts are working on, for an emergency 
strategy against inflation, a strategy that is capable of freeing both resources and 
space for a policy of selective economic recovery, more effective defense of real 
wages, and one that can open the way to less defensive contract negotiations. It is 
indeed a challenge to the government and other leading social and institutional powers 
to recast the classical terms in which the structure of compatibilities has been 
traditionally presented to us and to society as a whole. A true “emergency pact" 














should be drawn up, one that would have the crucial objective in this phase of 
drawing inflation down beneath an agreed-upon, planned threshold, above which 
inflation has become structural and self-generating through indexation mechanisms, 
Hence the central position given to temporary, emergency measures to limit or 
reduce some prices and rates, to limit or at least cool off indexation, to freeze 
incomes above 4 certain level, and to reduce interest rates, Hence the importance 
of other measures that have been set forth sufficiently on an earlier occasion, 


What is the eee of indexation in the general scope of this proposal’ We could 

not avoid asking this question as we prepared to issue a challenge of this scope: 

it involves the issue of our consistency in contract a and thereby the 
problem of wage indexation mechanisms’ impact on inflation, We intend to do our 
part, but in an alternative economic policy framework where wage indexation is not 
and for us cannot be the "fulcrum," The fact is that what we consider a derivative 
and residual element of our general proposal has become the choice topic of debate 
for some other people, the union's growth from infancy to maturity and so forth, 

I do not like to mislead those who, in good faith or not, have given this version 

of the union's declared readiness to act consistently with its own, autonomous pro- 
posal, We are not changing our position: wage indexation is not the prime mover of 
inflation, It is a kind of conveyor belt that carries inflation from the past into 
the future, We are now considering taking steps to cool off wage indexation under 
specific conditions, the primary one being the protection of real wages. The reason 
is that in a situation where the velocity and rate of inflation seem to be impacted, 
the conveyor belt itself constitutes an instrumentality that makes these so-called 
"expectative" processes and mechanisms cumulative phenomena that cause and shape 
the self-feeding nature of inflation. In an effort to put a stop to all these forces 
we have declared our readiness to achieve, among other objectives, wage indexation 
that has a renewed protective effect; it is being increasingly compromised by the 
inflation rates that our country is heading towards. However we maintain that infla- 
tion has made wage indexation an almost unusable weapon. 


The government knows that the dish that we are preparing for it is heavy and hard 
to digest, but it has thrown itself with ill-concealed voracity into the opening 
that the union has made, thinking it finally holds the magic menu that will solve 
everything. But the nutritive principles and basic ingredients of the meal that 

we are fixing are not to be found in wage indexation. 


There is a real shift in meaning in the terms used in discussion within the union. 
The discussion only marginally concerns questions of merit (especially because it 
has not yet been possible to compare clear alternatives on merit!). The discussion 
has gotten stuck on a crucial political problem; the difficult relationship between 
a proposal that, willy nilly is based on political change albeit limited, transitory 
and exceptional, and a political situation stalled by rigid opposition and patterns 
of reciprocal neutralization of political groups. It is not easy to overcome this 
deadlock when new dynamics between political groups do not emerge in the context of 
the union's initiative, which is based on this proposal. 


Turning to the economists, I must say that the light thrown on this particular aspect, 
which is not central to our debate, has been sharper and more concentrated than any 
shed on any of the other points of the proposal or its entirety. Hopefully an attempt 
would be made to illuminate the proposal in all its aspects so that it might stand 
or fall of a piece. 
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Tarantelli: A ‘Wager’ That Will Not Cost The Workers A Lira 


The proposal to cool off wage indexation comes in the midst of a deteriorating situa- 
tion, Wage indexation is not a cause of inflation, It now covers on the average 70 
percent of the rate of price increases, This means that if inflation is at 20 percent, 
it makes up 14 percentage points, thus costing the workers 6 percent in buying power.. 
It is therefore a priority interest of the workers' to get rid of a system that may 
not cause inflation but does transfer inflation from the past to the future, At a 
rate of 25 percent (which is 5 times higher than that forecast in Germany and more 
than double that of other foreign competitors), peasing indexation to the preceding 
trimester is like putting a 7 around your neck, because it brings an irrevocable 
past into the future, 4 past that we should cut ourselves loose from, These are the 
raw data of an economic problem that, as Crea has observed, is seen as being contained 
in @ political problem, namely a change in the way of governing and the necessity 

that workers not lose a single penny in buying power, 





Indeed, my proposal is rooted in the context of this essential connection: the level 
of wage indexation's coverage is not changed, The solution ought not to consist in 
imposing sacrifices on workers: it is simply a matter of reducing the rate of increase 
in wages and prices at the same time while maintaining buying power as it is (with 
equalization at term, perhaps integrated into the Spaventa proposal by adding in 
interest at term). My proposal is this: let us not transfer inflation from the past 
to the future; let us program decelerated inflation for the future, maintain the same 
rate of coverage for wage indexation, and index wages not to a past that we should 
break with but to a future that we can change. The situation is paradoxical, My 
proposal does not please a large section of the grass roots, and it does not please 
Confindustria [General Confederation of Italian Industry]. Since I do not believe 
that the grass roots has allied itself with Confindustria, it means that someone is 
misinformed, and it is the duty of everyone responsible to furnish correct information. 


I do not mean to cay thereby that this proposal cannot be discussed and integrated, 

I think some of Sylos-Labini's suggestions may be useful from a technical standpoint. 
But the "wager" is not technical; rather, it is essentially political. It is a matter 
of seeing whether this country can act consistently within a political "exchange" 
imposed by the union's autonomous initiative, which asks the government to make a 
radical change in its conception of economic policy. 


It has to be turned around and replaced with an alternative paradigm, which I shall 
summarize as "maximizing the speed at which this country's outworn institutions are 
transformed yet respecting the compatibility of a mixed economy and the constraints 
of competition." But this transformation requires a consistent union and a credible 
government. That is the challenge. 


Monti; Sterilize Imported Inflation; Greater Protection for Internal Inflation 


I do not agree with Tarantelli's proposal essentially for three reasons, which I will 
summarize here under three critical aspects: 


(1) Acceptability to business. I think Tarantelli's proposal is acceptable to busi- 
ness. Indeed, business would not have to pay more than it does now; thus, if the 
effort succeeds, it would have to pay less. Would it then actually pay possible 
equalization costs at year's end? 











(2) Acceptability to workers, I think they would have to be convinced of many 
things if their consensus is to be gained; that the government and business are 
worthy of the line of credit implicit in this freeze on wage indexation; that 

they would be able to manage this credit in such a manner as actually to reduce 
inflation; that if the gamble fails, no one will propose more drastic action against 
wage indexation or, if it succeeds, no one will say, "if inflation was reduced so 
much by suspending wage indexation, why don't we go ahead and abolish it?" Let me 
mention parenthetically that it is no accident that my proposal involves the govern- 
ment as little as possible in order to avoid the traps present in the report con- 
cerning technical formulas and politics, 


| think it would be easier to convince the workers with an argument like the following 
one, which paraphrases my proposal, The workers could be told that wage indexation, 
as it is now, is increasingly dividing them because it is protecting them less and 
less in too many different ways, True, it does give them the illusion of protecting 
them from what is happening abroad and from price increases in raw materials and oil, 
but it is only an illusion, because this apparent protection only causes more infla- 
tion, more stagnation, and contributes to reducing employment, the result being that 
they are less and less protected from inflation caused by government and business. 

We propose that the workers give up at least part of the illusory protection against 
"external inflation but increase a little their protection against domestic infla- 
tion. This should induce government and business to work harder against inflation, 
and there would be less need to call for price controls, which would be hard to get 
accepted, 


(3) Effects on inflation, If business anticipates unplanned cost of living 
increases and the value of equalization, it will cancel out the possible anti-infla- 
tionary benefits of Tarantelli's proposal. If this anticipation does not take place, 
then the inflationary push will be concentrated entirely in the equalization period. 
A second aspect: in the platform preparation phase, this move to contain wage indexa- 
tion would be renewed again shortly thereafter, and I think without moderate effects. 
Third aspect: there would be no clarification of responsibility for inflation, which 
is precisely what Tarantelli is seeking. Finally, his proposal does not address the 
problem of wage indifferentiation nor that of decreasing protection at a time of real 
wage growth. 


Given particular technical circumspection, the objections to my proposal--especially 
those concerning its "feasibility"--seem to me to be easy to overcome. 


Napoleoni: Planning Inflation 1s a Proposal That Restores Political Initiative to 
the Workers 


The reason that I make a substantially positive judgment on the Tarantelli proposal 
(with the qualifications that I will mention) is that it is a way of restoring poli- 
tical initiative to the union and, thereby, to the whole labor movement. But the 
proposal can be carried out if and to the extent that it creates a set of conditions 
that make a sizeable equalization a minimal, negligible possibility. If we succeed 
in creating these conditions, we will have performed a political act of enormous 
moment, because these conditions involve economic policy as a whole. 
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hefore | list them, | would like to observe that we have reached the point where 
reducing inflation has become the paramount issue above all others, including ''struc- 
tural problems," 


Drawing up an economic policy intended to reduce inflation involves a task so vast 

and complex as to consétute in itself a quite considerable package of policy proposals, 
one that would require great policy changes, [It is therefore not a matter of book- 
keeping but, if I may simplify a bit, of this: the union realizes the importance of 
wage indexat‘on's functioning relative to planned inflation rather than inflation in 
fact; but the condition for its working thus is that inflation be planned seriously 
and not Simplistically by regulating wage indexation itself, That is, inflation 

ought to be planned for with a set of instrumentalities of which indexation is one 

and not the only one, 


What instrumentalities and means are they? First, pegging wage indexation to pro- 
grammed inflation rather than actual inflation should be extended to all other indexes 
existing in principle and in fact: rents (and that's quite a bit), administrative 
fees and some (very few) essential goods (Sylos-Labini's proposal could be considered 
in this context), categories of the public budget (almost all categories are indexed, 
some directly and others, such as grants to regions, institutionally). Second, it 

is also necessary to regulate, by means yet to be determined, the money supply accor- 
dmg to the level of inflation actually desired (what Monti has called an "anticipa- 
tory monetary policy"). The third element of this program, which may appear obvious 
to everybody, is that there be a guarantee of the rate of exchange and its periodic 
fluctuations. 


Though the problem is posed in terms of progfamming inflation, it is not limited to 

an aspect of general planning. On the contrary, programming inflation sets conditions, 
after a fashion, because something else might be planned for. But in the present 
situation, we cannot make an industrial policy, an energy policy or an agricultural 
policy. Nothing. 


All the proposals illustrated here that might be put at the same technical level 

(but they are contrary to the one that intends to immunize wage indexation from 
imported inflation) have a very precise hierarchy from the political point of view. 
It is very important that the workers make the following affirmation: "we intend to 
regulate wage indexation, which is one of our basic achievements, on the basis of 
planned inflation."" This is a political initiative that no other proposal has. For 
this reason I frankly do not understand the position of those who support the "double 
rate." 


The union is beginning to define what it wants to do and the conditions under which 
some things it wants to do could be done. In a frozen political situation where 
everybody is waiting for everybody else to make the next move, immobilism is a mortal 
enemy . 


Sylos-Labini: The ''75 Model' Wage Indexation Has Not Overcome Its Negative Content 


It has been said quite systematically that wage indexation "registers" and does not 
"cause" inflation. Tarantelli makes an important distinction when he says it does 
come "afterwards" but foreshadows and somehow mortgages the future. 











But in the presence of inflationary pressures, is wage indexation passive and neutral 
or does it contribute of itself to inflation? I do not douht that the "1975 model" 
of wage indexation (which I have always considered detrimental and a real mistake on 
the part of the union) has contributed irrefutably to inflation in its early years, 
Its rate of coverage in the middle to lower range was about 130-140 percent, In no 
country has productivity ever increased at that rate, and it is "arithmetically" 
obvious that in some sectors especially there is an increase in the general cost 

of labor that makes business tend to pass the costs on in price increases, 


And what about wage indexation today? It is said that its average coverage rate is 
70 percent, True, but it is the average, At the lower end of the scale, we are 
very close to 100 percent coverage. It may be objected that this is true only 
for lower categories and that coverage does not go over 100 percent, from which 
one concludes that the "'75 model" of wage indexation no longer contributes to 
inflation or to the leveling of wages (the two are inseparably linked), Yes, but 
the worker does not live by automatic wage indexation alone. There are national, 
corporative and even individual contracts, And the platforms could only conform 
to the directive of egalitarianism, thus distorting the mechanism even further, 
like a kind of sentence to more wage leveling and inflation, Whence the push to 
prop up wages and the division between white- and blue-collar workers, 


What is done is done, It may be said that the negative effects have diminished but 
not disappeared, Even if cost-push inflation becomes much weaker, wage leveling 
will still continue. On the other hand, wage indexation has become increasing|) 
vulnerable precisely because it is covering less and less. Today, then, it has 
the dubious distinction of pleasing nobody. 


| am not against egalitarianism; on the contrary, I think of myself as ultra-egali- 
tarian, It is for this very reason that I have always been a determined opponent 
of 1975 wage indexation, which I look upon as egalitarianism achieved mechanically, 
irrationally, blindly, too quickly with respect to the necessary maturation process, 
and which creates the backlash that I feared, 





But it is useless to put the past on trial, Rather, remedies need to be found, 

My proposal has been received favorably but unenthusiastically. It is said that 
by reducing the prices of some goods (bread, pasta, milk) I am considering as 
weights" for cost of living increases things that are actually different from 
the cost of living and that in practice reduce increments, That is true at first, 
but, figuring roughly, the reduction becomes very similar to that of prices in the 
long run. However, there is an important point: the goods that are to be reduced 
in price also concern people that are not protected: workers in the underground 
economy, Southerners, etc. And there are objections to the proposal's feasibility, 
Who, then, will indemnify the producers of these goods? How will they do it? 
The objection is serious and well taken. But this country needs to give itself 
adequate administrative mechanisms (and in this case I would be more in favor of 
of a price cut rather than a price freeze, since the anti-inflationary effect of 

a price freeze would be less). 


Napoleoni's technical political synthesis shows that the problem is complex (and 
that any monocausal explanation of inflation must be convicted). All the more 
reason, then, to look with favor upon modest, simple solutions such as introducing 
a 60 percent rate of coverage by wage indexation. In principle, my own proposal is 
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compatible with both Tarantelli's and Monti's proposals, I foresee corrective 
intervention through taxation only after contract negotiations have exhausted 
all possibilities of greater coverage, 


The situation is complicated, But it is a good thing that old slogans are already 
being overcome, In any case, | offer my critique as one who would defend the union 
as a friend and would like it to change some of its ways, 
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ECONOMIC ITALY 


ELECTRONICS ENTERING HIDDEN BCONOMY OF LOMBARDY 
Rome L'UNITA in Italian 1 Jun 61 p 6 


(Article by Carlo Arcari: "Building Your Own Computer in the Basement and Discovering 
that ‘It Can Compete'"/ 


[Text7 The introduction in the computer world of systems utilizing microprocessors 
(a tiny silicon chip containing in a few square millimeters thousands of basic 
electronic components) is producing a new kind of entrepreneur: the “cantinaro” 
(Basement technician/7, a technician who bring electronics into the hidden economy 
and even builds a home computer. 


Large companies specializing in the production of microrpocessor systems prete 1 to 
ignore him, but underneath there could be concern. The “cantinaro” is accused of 

unfair competition and of being an adventurer, an improviser and an irresponsible person 
but, in the meantime, he is winning over clients. Many “cantinari” of a few years 

ago are now owners of small growing companies. 


Who are these “cantinari?” They are, in the majority of the cases, dissatisfied 
technicians who left big industry, and are finding out that they can enter the market 
starting small businesses which have no difficulty in finding clients in view of the 
huge demand existing for this type of service. But the most interesting thing is 
that there are “cantinari” who do not stop at programing instructions or designing a 
program for a client. There are also those who managed to build a computer that can 
compete with the well-renowned and established makes of international electronics. 


“Pour years ago I worked for one of these companies as a member of the maintenance 
team," reports Franco Del Favero, 32-year-old electronic technician from Tradate (VA), 
“but programing was my dream. When I found out that the first microprocessor systems 
were about to arrive in Italy, I knew that the time was ripe. I purchased the first 
one that arrived. I studied it for months and after spending nights over it together 
with my friend Fiorenzo Galassi (another 24-year-old electronic technician) I gave 

up everything else and we began designing. We built our system 68 in a year and 
marketed it as an alternative to others of big companies; we have been successful." 


Today our two “cantinari” are owners of a small company which designs and builds four 
computers a month. Among their clients are prestigious and medium-sized companies, 
plus numerous smal) area companies who prefer the computer born under the shade of 
the belfry over that of the multinationals. How many enterprising “cantinari” are 
there in Lombardy? It is hard to say, since theirs is a fast growing business char- 
acterized by great mobility. The only ones who can speculate on a figure are the 
wholesalers of electronic components who supply them. 
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ERIE of Milan reports that “an accurate estimate is impossible, but we believe 

that there are approximately 1,000 firms involved in this technological business 
within our industrial triangle. “It is quite a considerable figure if one considers 
that we are just at the beginning. The “cantinari" are less expensive, more flexible 
and faster in their work and above all outside the plant and don't create problems for 
those using them. 


The microelectronic “cantinari” are the pioneers of our day, says Skylab's Luciano 
Viero, another importer of components. The spirit inspiring them is that of those 

who cannot rest when faced with an opportunity, a positive spirit which will accelerate 
the technological development in this sector. 


For the time being this expanding business is growing on itself, with the traditional 
system of “selling and producing,” practically without recurring to credit; a behavior 
common to hidden enterprises. But with expansion the Lombard "cantinaro" soon enough 
finds that this system is deadly, and many among them are beginning to consider the 
possibility of mergers, perhaps under the auspices of the public administration 

which may help with their growth. These type of consortia are already functioning 

in Emilia-Romagna, and they could turn out to be useful here too, to let the electronic 
manufacturers out of the basements. 
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ECONOMIC SWEDEN 


BRIEFS 


FEWER JOBS IN ECONOMY--The number employed in the economy continues to decline 
during 1981 in spite of the reductions which have already taken place. Productivity 
is also sinking more than business expected at the start of the year. This comes 
from a survey conducted by NARINGSLIVETS EKONOMIFAKTA with its business panel, 
which consists of 85 representatives of industrial and commercial enterprises. Of 
those queried, 63 percent expected reduced employment for the rest of the year, 
while 20 percent expected no change and 17 percent expected increased employment. 
Employment has already decreased during the year. Fifty-four percent of the busi- 
nesses have made cuts in employment, while 28 percent have had no change and 18 
percent have increased. [Text] [Stockholm SVENSKA DAGBLADET in Swedish 12 Jun 81 
p 25) 9287 


CSO: 3109/212 
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ECONOMIC TURKEY 


OZAL DISCUSSES INTEREST, TAX REFORM 
latanbul CUMMURIYET &) Turkiah 31 May 61 pp 1,7 


{Text} Ankara (CUMHURIYET BUREAU)=--Minieter of State and Deputy Prime Minieter 
Turgut Osal, speaking at the General Assembly of the Turkish Union of Chambers 
Which began yesterday rning, stated that “the fall of credit interest rates does 
not suit the economic policy.” 


Following Chairman Mehmet Yasar'a speech in the hall where bannere reading "We 
Favor the Free Democratic Parliamentary Syetem" and "We Believe in the Need for 
Free Enterprise and Reapect for the Righte of Ownership and Inheritance” had been 
hung, an argument came up among the delegates as the agenda was being read. Some 
delegates wanted changes made in the agenda and asked that provincial delegates 
be given the floor before the ministers. 


In this connection, a delegate from Kayseri who took the floor to speak, said that 
half of the 1200 merchants in the town he represented had gone bankrupt and 

closed their stores. The delegate claimed that most of the ministers left meetings 
after making their speeches and, consequently, did not listen to the delegate's 
problems. He asked that the ministers first listen to what the provincial 
delegates have to say. The remarke by the Kayeeri delegate met with applause. 


Along with Ozal, Minieter of Finance Kaya Erdem, Minister of Commerce Kemal Canturk, 
Minister of Energy and Natural Resources Serbulent Bingol and the President of the 
Central Bank, Osman Siklar, participated in the General Assembly of the Union of 
Chambers. Former Justice Party ministers Ekrem Ceyhun, Nuri Bayar, Turgut 

Toker and Sumer Oral were aleo present. 


Ozal, who came to the General Assembly with hie wife, stated that requests for the 
reduction of credit interest rates “have the strong support of certain leftist 
circles.” 


Stating that the reform carried out in the banking system has planted a psychology 
of savings in citizens and has prevented a buying assault on goods, Ozal also said 
that total deposits in banks are expected to rise to one trillion lira by July. 


He stated in his speech that parallel with the recuction of inflation, as veposits 
increase credit interest rates will move lower and he added that "the banks' means 











of finanetng will broaden and, conversely, the high level of credit interest rates 
will slow the applications you make to the banke ae long as they are neither 
required nor profitable for you. In this way supply will increase while demand 
decreases and credit interest rates will be pulled lower," 


Ozal said that the increase in exports was continuing at a good tempo and he 
remarked that “with your efforte and the help of God we will, in all likelihood, 
pase $4 billion in exports thie year." 


He asserted that the policy being followed was not a “classic liberal policy” and 
went on to say that “at no time have 1 claimed that we have completely solved the 
problems. On the contrary, I repeat that we will have to exert another 3 or 

4 years of serious efforts.” Ogal reported that the changes made in the tax laws 
were almed at taxing those areas not previously taxed. He summarized as follows: 


"In the laste 11 years no tax law has come out in Turkey. This is one of the mat 
important reasons why the atate was enfeebled and inflation rampant. In just 

this way, an unjust tax system had begun to be used to break up our country. And, 
unfortunately, was being used ae an important trump in proving 4 great many 
injustices to be true. The law, prepared in a short period, 4 or 5 months, in 

the aftermath of 12 September, will secure tax equity and provide the state with 

a normal income. A very real tax reform has been accomplished. The value of this 
tax reform will be better understood in years to come." 
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RCONOMIC TURKEY 


BATTERY OF NEW TAXES PASSED 
[etanbul TERCUMAN in Turkieh 26 May 61 pp 1,9 


[Text] Ankara Bureau--The draft of the new Municipal Incomes Law, approved by the 
National Security Council, was revealed yesterday. According to the finalized 
text, new taxes have been levied. Concurrently, the amounte of certain fees 
exacted by municipalities have also been raised. 


implementation of the minimum tax amount which thie law introduces thie year has 
been made legally binding through a supplementary article of the law's text. 
Additionally, the law also provides for cleaning and lighting fees to take effect 
as of 1 March 19862 while the other regulations begin ae of 1 July, 1981. 


Occupation Tax 


According to the law, persons within the city limite and adjoining areas who engage 
in commercial, industrial or independent occupations, as well as those who 

transport goods and passengers by motor vehicle for profit, will pay the “Occupation 
Tax." The occupation tax varies according to the population of the municipalities, 
from between 2,400 to 21,600 lira for first-class merchants and institutions, 

1,200 to 10,800 lira for second-class merchants and 1,800 to 14,400 lira for 
independent owners. Additionally, an occupation tax ranging between 600 and 7,200 
lira will be collected on commercial profits and from independent owners other 

than those already mentioned. Motor vehicle owners who provide taxi service will 
pay tax ranging between 720 and 5,400 lira. 


Advertisement and Commercials Tax 


All types of advertisements and commercials displayed within the city limits and 
adjoining areas have also become subject to tax. Exempt from the tax are 
advertisements and commercials produced and broadcast by TRT, advertisements and 
commercials appearing in all newspapers, magazines and books, signboards which 
display the owner's identity posted on the interior or external doors of 
residences, advertisements on packing paper, prospectuses and pricelists, as well 
as unlighted signboards not exceeding one-half square meter in size. Taxes 
ranging between 1,000 and 5,000 lira will be collected per square meter for sign- 
boards, messages and pictures posted in various places by storeowners, commercial 
and industrial establishments, and independent businessmen, between 400 and 2,000 








lira for advertisements and commercials posted outeide and within any means of 
transport, between 1,500 and 7,500 lira per year for lighted and projected 
advertisements and commercials, between | and 5 lira per copy for distributed 
brochures, catalogues and wall or pocket calendars, and between 1 and 25 lira per 
copy for any and all postera and the like. 


Amusement Tax 


An amusement tax will be exacted onthe activities of entertainment operations 
existing within the city limite and adjoining areas. Exempt from this tax are 
Spor=-Toto, and congresses, conferences, fairs, feativals, public celebrations, 
expositions and atwilar activities organized for cultural, social, tourtetic and 
economic purposes. For placea requiring ticketa the tax rate will be 20 percent 
at cinemas showing Turkish films, 50 percent at those showing foreign films, 10 
percent at sports competitions, 20 percent at horse races, circuses and other such 
events, 20 percent at plays and operas, operettas, ballets, shadow shows, center 
stage playe and concerts, and 25 percent on pari~mutual betting, 


Liquid Fuel Coneumption Tax 


Sales by refinery companies and the fuel-imports organizations of regular and high- 
test gasoline, liquid petroleum gas, kerosene, motor o11 and fuel of] will be 
subject to the liquid fuel consumption tax. The tax ratio per ton will not be 

less than 100 lira nor more than 500 lira. 


The communications tax will be taken from PTT management which collects charges 
on telephone, telex, fascimile and data services. The tax ratio for the 
communications tax has been set at aix percent. There will also be 4 tax on 
electric and natural gas consumption. Users of electricity and natural gas will 
pay thie tax which will be collected at a rate of five percent on the natural gas 
value and between 2.5 and 5 percent on the value of electricity. 


The fire ineurance tax will be paid at a rate of 10 percent of the premium, 
Cleaning and Lighting Fee 


The law makes legally binding the collection of cleaning and lighting fees for 
buildings and lots covered under the Real Estate Tax Law, The fee will be 
collected at a yearly rate of one per thousand on the taxable value for buildings 
and .5 per thousand on the taxable value for lots. The fee exacted from dwellings 
cannot exceed 18,000 lira. 


Additionally, an occupaney fee will be collected on the temporary occupancy of 
certain places within the city Limits used for sales or other purposes. The 
occupancy tax will be collected at a minimum of three lira, maximum of 10 lira 

per hour for each square meter of space a vehicle occupies. However, this fee will 
also be paid when vehicles are placed in autoparks assigned by the municipalities. 
The occupancy fee will be charged by the square meter at markets and fairs as 
well. 











The fee on work permite for holidays has been set between 500 and 24,000 Lira per 
year, The amounce of fees, inepection permite and report fees connected with 
public announcements, animal slaughter, inepectionse and examinations, inapections 
of weights and measures equipment, regietrations and document copies, permission to 


open a workesite, ae well ae soning have all been raised by the law as have those 
concerning health documents. 
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ECONOMIC TURKEY 


MISUSE OF EXPORT CREDIT ADDRESSED 
latanbul HURRIYET in Turkish 28 May 81 pp 1,15 
[Article by Yavuz Gokmen: "Misuse of Export Credits Being Prevented") 


[Text] Ankara, (HURRIYET)=-It hae been asserted that during the export 
mobilization initiated to enable the reduction of Turkey's balance of payments 
deficit in some measure, certain avaracious individuals tried to secure short 
term profits by depositing the export credits they received in banks with high 
interest rates. In this way, when the export credits which were received at an 
interest rate of 21 to 22 percent were deposited at rates of 50 percent or 
higher, the 28 percent difference between them ensured a short term profit. 
However, in the long term those credit holders who cannot secure exports ere 
subjected to great risks. 


Meanwhile, requests for export credits have increased to a great degree. The 
Office of Incentive and Implementation has issued 77 billion lira worth of export 
incentive documents since 1 April. It has been reported that since 1 April the 
Central Bank has actually issued between 12-13 billion lira worth of export credits 
and it is expected that this figure will reach 70 billion. Cognizant of the 
rumors that export credits are being deposited for interest, the Central Bank 
warned banks and said “be careful when giving credit. Meticulously trace the 
uses of the credit you provide." However, it is pointed out that when it becomes 
impossible to carefully issue and meticulously trace credits within the existing 
export credit system the need arises for certain adjustments in the system. It is 
reported that the matter will be clarified following tomorrow's meeting. 


Credit Processing Has Been Slowed 


At the instruction of the Central Bank the banks have slowed processing of export 
credits and initiated investigations for credits they will provide to persons not 
previously involved in exporting. It is also said that some banks have stopped 
issuing credits until tomorrow's meeting. ' 


Three separate announcements had been made concerning export credits following the 


market surge in requests for them. Two of these were made by Central Bank 
President Osman Siklar who made the following remarks to a HURRIYET reporter: 


41 














"Ie te not a matter of halting export credits, I know that up to now, since 

1 April 1981, when the new export credit system went into effect, between 12 and 
1} billion lira in export credits have been given out. The Central Bank lowered 
the rediscount rate which in turn made export credite less expensive and 
exporting became easier, Despite the fact that now te the off-season for our 
exports thinge are going perfectly. 


Naturally there will be a few minor rough spots. I have warned the banke, telling 
them to be more particular and careful when providing credite and to trace the 
uses of the credits they give. The banks are putting thie into practice, There 
is no set agenda for the meeting of the banks, I may bring up thie matter again 
but our exports are going well, If an individual receiving export credite is 
depositing them for interest, he will of course be subjected to 80 percent interest 
on this tomrrow, For this reason I don't think the situation will be allowed 

to go this route. We are also not faced with a radical demand for credite since 
12 to 13 billfon lira have already been provided. It is natural that this will 
rise to 50 to 60 billion but I don't think credite will be provided without 
examinations and investigations, they will be given after a thorough investiga~ 
tion. 


Cricles Close to the Central Bank 


In spite of President Osman Siklar's remarks, circles close to the Central Bank 
told a HURRIYET reporter the following: 


"Since the export credits are inexpensive when compared to other credits, those 
who receive these credits want to use them for domestic production, Here there 
is a “manufacturer-exporter" problem. This is normal, the credits are used 

for manufactures which are then exported. At the same time there are those trying 
to secure profits by depositing their export credits for higher interest or using 
the credits for speculation in the domestic market for profits exceeding 100 
percent and, in fact, more than 120 percent. We have heard of these. The matter 
has been discussed. A decision has been made to discuss it at the meeting of the 
banks on Friday (tomorrow). }bvllowing this meeting there will be changes made 
to the 1 April export credit system. The performance of exports, in particular, 
will be seriously reexamined and, without making any major changes to the general 
foundations, principles based on new ideas will be brought forth concerning the 
details for provision of credit and its controls, How was the situation allowed 
to come to this point? Let me clarify this as follows: 


"1. According to the 1 April credit system there is essentially no requirement to 
obtain a document from any office or authority in order to take advantage of the 
export credits. 


2. Those persons who have previously engaged in exporting are not required to 
document their export connections. These individuals can obtain credits, based 
on export performance, in an amount twice that of the highest yearly figure of 
exports they realized within the last 3 years, without any document listing 
connections abroad. 
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3}, Those individuals exporting for the firat time can receive credit if they 
document their export connections, 


4. In the event that exporte are not realised after credite have been received, 
4 supplementary, unetamped promisory note which the exporter will provide from his 
own bank can be accepted ae security, 


"So, the result of these major loopholes has been to give the non-exporter the 
chance to easily obtain cheap credit while the real exporter is catching his 
breath, People from all walke of life have been applying for the credits. When 
demand greatly increased, the possibilities arose that in the future credit sources 
would be overburdened and that the credits obtained would not go for exporte. 
Meanwhile it wae noted that the export credic's rate of return had weakened, as 
had happened in the past." 


Office of Incentive and Implementation 


Moreover, the third bit of information came from the Office of Incentive and 
Implementation (TUD). According to information obtained from TUD officials, 

the TUD is about to reach ite limit with regard to the 77 billion lira worth of 
incentive documents it has available. The TUD officials stressed the need to cut 
down requests for “export credit" and to discriminate between the real and bogus 
exporters, 


Who is Getting Credits? 
An expert stated his views on the matter as follows: 


"Persons who get credit at 21 percent and want to use it for speculative purposes 
other than exports must realize a minimum 100 percent profit from this because if 
no exporte are made the interest he will pay is 80 percent. This is why those who 
receive credit use them for high interest onthe money markets. At the same time, 
he has a way to effect exports. He uees the credit he has obtained for 

interest and effects exports as well. This route is the more dangerous because 
even though the exporting has been carried out the export credit has gone to the 
bank, not the individuals in need of it. We feel that preventing this will still 
be difficult." 
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POLITLCAL BELGLUM 


SPITAELS ATTACKS FLEMISH SOCIAL CHRISTIANS ON STEEL 
Brussele LE SOIR in French 19 Jun 81 p 1 


[Article by Guy Spitaele, president of the Socialist Party: "A Swallow in Watched 
Flight") 


[Text] Because they are far from forgetting the way in which the CVP [Social 
Christian Party] failed to honor its signature on the Egmont Pact 3 years ago, 
French-speaking socialists attribute significant importance to the bill just filed 
by ten deputies who are among the most influential members of the various factions 
of the leading Flemish party. 


At the time, there were only a few enipers in the Flemish community who repudiated 
the community agreements, but in a few months, the entire Flemish Social Christian 
Party went over to that holy dissent. 


Once again, the official CVP announced, through the voice of its president 2 months 
ago, that there had been containment of the ACV [expansion unknown] campaign for 
the regionalization of national sectors — iron and steel -- coal mining, the tex- 
tile industry, the hollow glass industry, and ship building and repairs. 


Today, Van den Brande and his nine colleagues in the CVP -- including Dupre, the 
declared adversary of Walloon tron and steel -- have expressed the idea in a parlia- 
mentary bill that breaks with the government's statement and the law of August 1980 . 
on government reform! If one is to read the Flemish press, this gesture corres- 
ponds to a broad trend perceptible in the north. The fearless Eyskens forgets to 
ask for explanations from the president of the CVP and the latter confines itself 

to stating that his party's bureau did not previously deliberate on it. 


However, while agreeing that the iron and steel industry should remain national, 
Tindemans nevertheless asked — quite by accident, without a doubt — that two jur- 
ists examine "the matter of whether the financing of the iron and steel industry 
should remain national also." 


This move takes place even though the Limbourg mines and the shipyards have re- 
ceived treatment utterly lacking in similar legal scruples. 


Actually, the bonfire of Van den Brande (surnames have these cruelties!) and his 
consorts is more than a passing fancy, as the good Tindemans hints. At any rate, 
it is a provocation and the admission of a formidable state of mind. 











Intending to receive neither dictates nor intimidation, the Socialist Party bureau 
therefore deliberated on the problem and asked Andre Baudson, chairman of the 
infrastructure committee, to join together with his colleagues in developing a bill 
aimed at the regionalization of some infrastructures, 


The move was essential because deapite Tindemans' disclaimers, his closest colleagues 
were starting a movement whose conclusion ia difficult to foresee, 


At any rate, the man in the street will understand that if the Flemish wish to make 
Wallonia pay for ite iron and steel industry, then the 175 billion represented by 
completion of the Zeebrugge port and ite facilities, along with the tens of billions 
to be paid for Anvera — to mention only the port infrastructures — should be 
exclusively borne by the Flemish taxpayers! 


Socialist circles long ago established their position of principle: respect for 
the Auguet 1980 law with respect to the division of national and regional compe- 
tencies, 


But if this is to be questioned, it will not be done only on the grounds chosen 
by the Flemish, 


We note with satisfaction that Christian trade union members in Wallonia deem our 
reply to be more effective than the traditional appeals to Belgian common sense 
whose invariable consequences are known. 


For the Socialist Party, the time has passed when it could spare the excessively 


fragile sensitivity of the leaders in the north: A spade will be called a spade, 
As for the CVP swallow launched by Van den Branden, it is in watched flight. 
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POLITICAL DENMARK / GREENLAND 


DANISH TRADING COMPANY TO REINFORCE SHIPS AGAINST ATTACK 
Copenhagen BERLINGSKE TLIDENDE in Danish 17 Jun 61 p 5 
[Article by Michael Rastrup Smith | 


[Text | Ships sailing to Greenland will now be reinforced against attack, An 
episode in which the freighter "Magnus Jensen" from the Royal Greenland Trading 
Company (KGH) was attacked in Narssaq has created concern among seafaring KGH 


employees. 


In the middle of the night on 13 April a group of 20-25 young people, several of 
them armed with knives, boarded the "Magnus Jensen” while it lay alongside the 
quay in Narssaq. They were very aggressive and a fight broke out resulting in 
injuries to an officer and the ship's steward. The episode was described as 
violent in a report to KGH, 


In a letter from KGH officials it was stated: "We must realize that there is 
widespread aversion to Danes among many younger members of the native population. 
We expect that the home rule authorities and municipal politicians will try to 
convince these people that we only come to Greenland to bring goods needed by the 
Greenland society. The almost lawless conditions in towns outside of normal 
working hours are intolerable." 


Traffic chief Niels Duysen of the KGH management had this to say concerning the 
sharp reaction of employees: 


"Obviously we reacted to the violent nature of the episode in Narssaq. However 
I do not agree with our seafaring employees that Greenlanders dislike Danes. 
The truth is that they are more likely to go onboard ships to get liquor when 
they run out of something to drink and this leads to trouble." 


Niels Duysen said in addition that while there were more assaults onboard ships 
in 1980 than there had been earlier the only one reported this year was the one 
on the "Magnus Jensen." 


But due to the attack KGH has immediately started to install reinforced glass in 
the lower windows of ships and the doors leading to the fore deck of ships will 
be replaced with steel-reinforced doors with a heavy security grill. 


At the same time it was recommended that local guards with dogs be used when the 
circumstances warranted and that gangways be raised after a check had been made to 
be sure all crew members were onboard. 
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POLITICAL FINLAND 


PAPER CLAIMS KOIVISTO HAS UNIQUE GOVERNING STYLE 
Helsinki HUFVUDSTADSBLADET in Swedish 11 Jun 81 p 2 
[Editorial by Jan-Magnus Jansson: “Not to Get Provoked") 


[Text] Koivisto's atyle of governing differs sharply from 
that of previous prime ministers, and consists of "restoring 
the situation by biding his time," writes Jan-Magnus Jansson 
in a discourse about the 2-year-old government. In the 
editorial he also says that the Center Party's attack 
recently became politically understandable, but that it 
shows that the party suspects that the government perhaps 
will not survive until the fall. 


"It is important not to permit oneself to be provoked when one is exposed to provo- 
cation." With these words, spoken by Mauno Koivisto in his speech at the party cong- 
ress at Bjorneborg, he gave the key to the entire style of government which he has 
practiced for 2 years. He has avoided open conflict like a real Fabius Cunctator, 
and has “restored the situation by biding his time," as Roman history tells us. 
Otherwise he could hardly have celebrated his second anniversary as head of the 
government last Wednesday. 


Koivisto's style differs as much as possible from our classic parliamentary style. 
It includes having a program, and if opposition is met, to try to defeat it by 
threatening to resign. If that does not work, then one is forced to carry out the 
threat. It was like this at the beginning of our independence, when our govern- 
ments reenacted "The Princess and the Pea." 


In the 1930's the government decided to be more thickskinned in order to avoid 
frequent changes of government. And insensitivity to various crises and political 
slaps in the face has grown. In the 1950's the many Kekkonen governments were 
noted for this during many dramatic situations. The prime minister balanced them 
with his personality, and by sometimes taking the side of "the other party," the 
Social Democratic Party. 


Kalevi Sorsa's style of governing was clearly different than Koivisto's. He was 
party leader and head of government, which often brought his viewpoints to the 
brink of a crisis, but which in some wonderful way led to agreement with his coun- 
terpart Johannes Virolainen, often to the surprise of his colleagues in government. 
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Government activity was dominated by intervention and often by great turmoil in 
bringing about decisions, as for example the stimulant package in Sorsa's second 
cabinet. 


From the beginning Koivisto has obviously followed the misanthropic but certainly 
not unjustified conception that both within and without the government there are 
forces which would prefer to see him fall. Survival has therefore been a kind of a 
goal in itself, which is reached by delay and concessions. Of course Koivisto 
sought concrete political progress. But it came about in a pragmatic way which 
showed that it te unimportant if one must swallow some humiliation or be accused 
of violating parliamentary rules, if only the desired results are attained. The 
tough fulfillment of the income agreement--originally opposed with such great ap- 
prehension by business--is one of Koivisto's accomplishments. The route to the 
goal was a devious one, but we are now there after a spring which was unusually 
free of labor conflict. 


The only exception to that careful policy was Koivisto's strong reaction to the 
crisis in the beginning of April. Even if reasonable men have tried to suppress 
it, it has without doubt increased the prestige of the office of prime minister. 
The entire country now knows that Koivisto is capable of both being beastly, and 
possessing a fragile self-esteem. 


The years of the Koivisto administration have of course been a voyage in the warm 
and favorable winds of prosperity, which are expected to continue. His coalition 
has never been exposed to the trials which were frequent occurrences for previous 
ministers. Here in these columns we have time after time expressed the opinion 
that the government is going to be forced to resort to tax increases in order to 
gain maneuvering room, and that such a move will be extremely difficult. But with 
a good year behind it and with reasonable ambitions for reform, the Koivisto gov- 
ernment can perhaps survive this ordeal also. 


A clear limitation of Koivisto's freedom of action is that he is not the boss of 

his own house, meaning his government (and his party also, for that matter). He 

presides over a ministry with a bourgeois majority. And the real master of it is 
the Center Party. 


That master has recently let its voice be heard. The Center Party's attack by ul- 
timatum on regional laws with its accompanying threat to destroy the government has 
been much criticized. Obviously one can say that the party has developed all the 
churlishmess which it has shown when needed since time immemorial. It has also 
been said that it is capable of making up in a friendly spirit in the government. 
The truth is that the Riksdag at that time was so eager to go on vacation that a 
mildly worded proposal would hardly have been heeded. It is politically compre- 
hensible that the center earned strong criticism at the same time as they scored 

a conspicuous but relatively inexpensive victory. 


So the question can be asked why the party was so anxious to get the regional laws 
in the Riksdag and pension ref-:: the government in the spring. One would almost 
say that the center is not so. a’ ec that the government will still be in ex- 
istence in the fall, and therefore ey want the two big questions which most 
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interest their voters in front. The party itself and its main organ have made it 
known that there will now be peace in the budget negotiations, meaning that questions 
important to the Center Party will no longer be used as pressure points when the 
budget is being worked up. At the same time the government's usefulness is weak- 
ened from the viewpoint of the center. 


Lengthening of the Riksdag session has been accompanied by a certain confusion which 
never bodes well. As a consideration against dealing with the regional laws it was 
demanded that the gravel law should also be settled if possible during this session. 
Unlike the regional laws, the gravel law is however powerfully opposed, and a report 
packed with reservations forme the basis of the negotiations. Pension reform, 

which should be given to the Rikedag on Friday, has a better chance because the 
principles are established and accepted, but it is conceivable that it still will 
get stuck in the cabinet. Also, if the prediction that the government will survive 
through the holidays is reasonably certain, there is the possibility of other com- 
plications before the season is over. 
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POLTT LCAL PRANCE 


POLICL UNLON'S CONFIDENCE IN NEW INTERIOR MINISTER 
Paris LE FIGARO in French 15-14 Jun 61 p 10 


[Article by Jean-Charles Reix: "The end of the Meeting of Uniformed Police: the 
Shadow of the PC"'] 


Text) The congress of the National Uniformed Policemen's 
Union (SNPT) came to an end last evening in Besancon. The 
500 delegates of the 28,000 guardians of the peace and of- 
ficers of the urban bodies affiliated with that organiza- 

tion, turned their backs on argument. They declared that 

for now they have confidence that the new minister of the 

interior will be able to resolve the unrest among the po- 

lice, 


The SNPT is the main component of the Autonomous Federation of Police Unions, the 
united front that brings together the movements most representative of uniformed 
policemen. Until the present its secretary general, Henry Buch, a member of the So- 
cialist Party, was also a member of the Federation. He has just quit the SNPT, but 
for another few days he will continue to be the "boss" of the Federation. Previously 
an opponent of the preceding interior ministers, he proposed a temporary truce. 


"Our unions are ready, without ruling out strictness, to practice participation un- 
ionism. But for all that they will not be unquestioning supporters, for our organ- 
izations will never be “house unions." If, after agreeing to debate, we see that we 
were mistaken, we will be ready at once to begin argumentation again." 


However, Henri Buch makes no secret of the fact that the change of regime that oc- 
curred on 10 May gave him confidence again. All the more, he said, because as the Son 
of a laborer he has never concealed his sympathies for the left. But he states 

that “the union leaders must always keep in mind that when a political card is play- 
ed, it does not express the unanimous thinking of their members." 


Eugene Asencio, the new secretary general, who is a convinced sympathizer of the Con- 
munist Party, stresses this point: "The SNPT grass roots represents the whole range 
of French politics. Personally, 1 have opinions that do not enter into the exercise 
of my mandate. My organization is going to continue to function in total indepen- 
dence, and autonomously."' But one cannot help but be surprised at the choice of 
those attending the congress, who are placing in an essential position a trustworthy 
man trom the PCF, 
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lhere are two messages addressed to the congress by Gaston Defferre, who permitted a 
relaxation of the usually tense relations between policemen, their hierarchy and 
their administration, The first message confirmed that a “uniform reform" was in 
progress lt would involve offering each guardian of the peace the possibility of 
becoming @ Criminal Investigation Department auxiliary, in addition to @ re-evaliua- 
tion of their work, these attending the congress also expect from it an improvement 
in their pay, putting them on the same level a8 the gendarmes, 


[he second message announced the abandonment of the legal proceedings instituted by 
Christian Bonnet against the union leaders who had revealed, shortly before the at: 
tack in the rue Copernic in Paris, the presence of some policemen in a clandestine 
neo-Nazi movement, That affair had created considerable upheaval in the Parisian 
police it had not always been very well understood in the provinces. in Besancon, 
the expected debate did not take place, Was it a matter of denouncing a few police- 
men who had swung over to illegality, or of something quite different’ 


ihat question may find an answer in 10 days in Rouen, where the congress of the Au 

tonomous Federation of Police Unions will be held. That future congress will be an 
event, Unionized plain-clothes policemen, in fact, have asked to take part in the 

Federation, For the first time, inspectors would thus find themselves at the side 

of guardians of the peace and the CRS [Republican Security Companies], for the pur- 
pose of making demands. 
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COMMUNIST PARTY SECRETARY GENERAL HOLDS PRESS OONF ERENCE 
Athens ELEVTHEROTIPIA in Greek 6 Jun 61 p U 
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P. KAMVISIS (AKROPOLIS): You have made « distinction notmnen year immediate 
election program and that of redical change--of socialiam which is 







will develop into a purely socialisti . 
Glass and ite allies taking over the political 
the besic means of production and interchange. 


P. KAMVYSIS (AKROPOLIS): What could I use as « model in order to understand what 
you propose? 


KH. FLORAKIS: Look, you must abandon the idee of « model. Marxist-Leninist 
principles exist which we want to implement on the basis of the Oreek reality. 

These principles, these general determiniems exist and 

have, of course, the international experiences and activities of the communis 

movement which we exploit in conjunction with the Greek conditions. We have the 
experiences of existing socialism, experiences we want to utilise creatively. 


P. KAMVYSIS (AKROPOLIS): In what country is thie Marxiem-leniniem you talked about 
in force? 


We Do Not Copy Foreign Models 
KH. FLORAKIS: I talked about using to best advantage the experiences of present 


socialiem and above all those of the Soviet Union. This does not mean 
will copy what has taken plece in this or that country. shal) take into 
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consideration the Greek reality, our treditions and customs, our country's 
partiouler political, economic, cultural and other standards. These constitute 
the basie for formating our policy. Thies aleo is the answer to another question 
projected by the bourgeois press, that we subjugate, that is, our policy to that 
of other countries and that our policy is determined by Our 
policy ie determined by the interests of the Greek working people and above all by 
— 222 class, ty the true interests of Greece and by 

nh the world, 


P, KAMVYSIS (AKROPOLIS): In the event oo party scores 


next elections, are you prepared to coope 
which party and on what basis? 


Ai. FLORAKAS: The KXE etragegy provides for cooperation with those forces whose 
program calle for change, for the political and social progress of the country. 
ony party is 


7 


3 
r 
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There is no question of principle for use to that this petty -dourgeois 

or it has this or that origin. The question is what this or that party 

proposes and promotes. We will study it eay' party does not have 

the majority in the Chamber of Deputies but it has the possibility of 
ven with 


forming @ government with our support or even 
— and” to perpetuate touay'» eetabliannent =. - t als 
stebilise and to perpetuste today's hment? f yoo, we will refuse to 
cooperate and we will oppose such 
progra@s opens the way to change then 
and will struggle along with thie party in implementing it. Therefore, 
party program is the most importent. 


Q, VOTSIS (SLEVTHEROTYPIA): The KKE program, as we understand it, and the party's 
election tactics promote the known slogan: change cannot be achieved 
without EXE. You said earlier that ‘es aim is to participate or to support « 
post-election government. My qestion is: What exactly do you want? To partici- 
pate in such @ government or simply support it? Furthermore, do you believe that 
in Greece--7 years after the militaristic dictatorship and with your saying that 
the army remains politically impermeable (compartmentised) and that the country 
remaing in the “complex of allied ties"~--these related factors can allow a frontal 
goverment which will depend on KKE? 


KH. FLORAKIS: J] think that every political party has the right to participate in 
@ government. Much more 60, the communist party which represents not only 10 
percent of the electorate but something much more--ite strength in the people's 
struggles, ite history, and ite real influence which is not indentified with 
politics for a mumber of reasons. Why then should it not assert ite right to 
participate? 


But it ie our preconditions for participation in « goverment that really matters. 
The fect that we claim participation in the democratic governing of the country 


does not mean that we shall participate in any goverment. I repeat: If « 

government does not open the way for further progressive developments not only 
shall we refuse to participate in it, not only shall we not support it, but, on 
the contrary, we shall oppose it. Let me add also that for us no question of 
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principle ie involved if we decide not to support « government if we consider it 
expedient not to participate for a mumber of reasons. 


Without doubt there are related powers and “impermeable ble (poli tica)/ to" 
being used and put to good advantage. If, however, we this ee the the sine 
will never come for other progressive forces to assume power, If today some say 
"no front" because the opposition will be annoyed, or "not this not that," then 

how will change come about? We saw the result of such logic in the case of the 
George Papandreou goverrment which, moreover, had received Si 
percent of the votes . The machinery of the ruling cless will react whether there 
is "front" or not if they discover that their vital interests are affected. The 
"front" does not bother them. They are concerned with what these forces will do. 
Will the interests of the establishment be harmed or not? The opposition is 
naturally and strongly against the commniste because it knows better than some 
others do that with the participation of the commniste ine government everything 
proclaimed will be somehow implemented or that there will be an unyielding, 
unswerving struggle to put them into practice. This is confirmed by history. 


Agreement on the Program 


S. ZAKHARIADIS (ELEVTHEROTYPIA): Your platform states that a precondition to 
cooperate and to support e goverment of change is a mitually acoeptable progran. 


KH. FLORAKS: The basic thing is to have a common program base. It does not 
matter if two parties jointly prepare a program or if such program is prepared first 
by one party and then an agreement is reached with or without change, Usually 
such is the procedure in practice. A plan, a proposal is formated then debated 


and agreed upon. 


FRENCd PRESS AGENCY: The impression was widespread in 197 that KKE was closely 
connected with the Soviet Union policy. Are not your statements today about 
experiences but not models a new slant? 


KH. FLORAKIS: There is absolutely no difference at all. We are friends not only 
for ideological reasons but because of the Soviet Union policy iteelf. We support 
the policy followed by the Soviet Union for safeguarding peace. We know the 
historic USSR contribution to humanity in the past and present and we hope in the 
future also. Our solidarity with the USSR and with every progressive achievement 
of our time does not mean dependence or imitation. No socialist or other party 
ever dictated our policy to us. Our policies may coincide. It is a coincidence 
which derives objectively from the coincidence of the class interests of all 
working people of the world; which is based on the common concern of the Greek 
and Soviet peoples about peace and progress. Who will deny that the recent 
conciliatory proposal Breshnev made to Greece is not in the interests of the 
Greek people? 


&. PAPAGBORGIOU (AKROPOLIS): You strongly maintain that Greece should get out 
of BRC. PASOK says that if the president of the republic rules out a plebiscite 
we will stay in BEC, As concerns the American bases PASOK now says that they 
will Le maintained until Greece becomes self-reliant. You say "close the bases." 
Will these differences finally make your cooperation with PASOK impossible? 
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Ki. FLORAKIS: There ie an abundance of PASOK declarations. Some of its theses 
which could be open to various interpretations or changes are perhaps undefined. 
We are of course concerned about these PASOK theses but the possibility of 
cooperation will be decided by the stand PASOK will finally take towards these 
matters, 


G, MAVROS (ELEVTHEROTYPIA): The KKE platform provides for the elimination of all 
American bases without setting a time limit. Would one be arrogant if one presumed 
that KKE could accept an "“impermeability" (tight compartmentisation) for a certain 
period of time? 


Bases! Against Compartaentisation 


KH, FLORAKIS: First of all, what does "“oompartmentisation" of bases in Greece 
mean? Does it mean the American bases and installations dispersed throughout 
Greece? Does it refer to the Americans being in Drama and carrying out moclear 
exercises while they also announced military exercises at Strymon a few 
days, moreover, before the visit here of Bulgarian President Zhivkov; or to the 
bases existing in the capital iteelf; or to the fact that the Americans oan influ- 
ence decisively our national defense--do you want me to remind you of 197) when 
with their electronic devices the Americans guided our planes to Ierael_ instead 
of to Oyprus, their true destination? Let us then put aside the term 
compartaentizati which ie undefined and vague. Now, if you mean that the bases 
should be abolished after 2 or 3 months, let me tell you this: KKE believes that 
removal of the bases is a vital precondition for implementing a policy of national 
independence and sovereignty and indeed of national defense. But we speak about 
cooperation of the democratic forces and therefore the methods for achieving the 
social goals are not our exclusive responsibility. But if by "compartmentisation" 
you mean that the bases should be removed in the next 4 or 10 years or indefinitely 
then we are definitely against it. 


LINARDATOS (TO VIMA): If we assume that PASOK wins a viable majority and the 
economic complexes, the foreigners, etc., begin their known underminings as 
happened in France even before Mitterand was a sure winner, what stand will you 
take? Will you be against PASOK if it does not agree to a common program with 
you or will you support it? 


KH. FLORAKIS: I would like to ask you a question. Do you suppose that PASOK 
will win a viable parliamentary majority with the present reinforced proportional 
syetem? 


{TINARDATOS + 7 


KH, FLORAKIS: It will have a majority and a large one, moreover. Because to this 
day the democratic parties, including PASOK, have been asserting and telling the 
people that the present New Democracy government is a minority goverment. Will 
you tell the people tomorrow the same thing through TO VIMA--about another party, 
that is, which does not have a majority? For us it is of vital importance if a 
party emerges from the elections with a popular or parliamentary majority in the 
face of a plundering electoral law. You assume that PASOK's program is known. I 
have in mind certain declarations, certain interviews, goals and slogans--which 
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are aloo distinguished for their generalities, leck of olarity and ambivalence-- 
which someone could interpret one way and another one a different way. e want 
cooperation. We believe that it ie realistic. We propose mitually acceptable 
goale. towever, once we have the specific PASOK program in the hypothetical case 
you stated then we will decide whether to support it or oppose it or what other 
action to take. e cannot commit ourselves at thie time--for such a commitment 
the responsibility does not lie with our party. 


17% Foile the Reinforced 


LINARDATOS (TO VIMA): One more question concerning the 17 percent. You assert 
that your aim is to unite the forces of the left for the elections. Have you 
taken any specific measures in this direction? 


KH, FIORAKIS: Of course we have taken steps, significant steps, moreover, and 

our adversaries are compelled to acknowledge KKE's rise. Of course 0 0 
TAKHYDROMOS suddenly discovered yesterday that KKE is presumably fa the problea 
of our members voting PASOK because the way will thus be opened for P. to form 
a government. I assure you that the leftist voters have enough experience. They 
do not forget the elections of 1964. They know that the problem is not simply 
whether a democratic party comes to power or if the “way is open" for this party 
to form a government. What they are concerned about is if "the way is open" for 
change. And this can come about only through a strong KEKE, through a strong left. 


Since we talk about the 17 percent, about KKE, that is, participating in the second 
distribution of parliamentary seate , I would like to point out KKE's strong 


insistence for the adoption of the simple onal system which allows for a 
genuine expression of the popular will. I repeat here what | have seid in 
my speech to the intellectuals at the Akropol. The prospects for KKE to 


participate in the second distribution and thus prevent the usurpation of ite 

votes by other parties could make the present rulers legislate the simple propor- 
tional system. Since they have nothing to gain from the reinforced proportional 
system other tickete could survive with the simple proportional so that their 
post-election maneuvers could be accommodated in practioe. If finally the reinforced 
proportional is used in the elections, again the participation of KKE in the second 
distribution, the 17 percent, is the only means for true and practical implementetion 
of the simple proportional for eliminating the plundering electoral la. 


LINARDATOS (TO VIMA): Have steps been taken “to broaden" the KKE ballot with 
personages of the Left? 


KH. FLORAKIS: Of course. There are many personages in the leftist-progressive 
area outside KKE who will be included on our ballot. Today, however, we are 
concerned with the party platform. We will meet again when the time comes to 
present the list of candidates... 
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It le Not Rnough to Defeat the Right 


PAPALOANNOU (TA NEA): What ie most important for KKE? To 
have ite government fall only as long as EXE will participate in or extend support 
to tomorrow's government so that there will be guarantees that the way will open 
for change? 

ted 


KH, FLORAKIS: The question ie not only "whether the Right is defe 
election but "what government will succeed it" and “what policy it will follow." 
The choice for the people is not what party will come to power nting 
the main pointe of the present policy. Such are today the subjective and objective 
preconditions that the popular vote could play a more substantial role than the 
role a party will play in managing the affaire of the ruling clase. 


PAPAIOANNOU (TA NEA): Thie may be true for your party. Don't the other parties 
have the defeat of the Right as their primary target? 


KH, FLORAKIS: Other parties may be satisfied to see the Right go and may think 
that once thie is done the way will be wider open for the future. I am speaking 
only about KKE's policy. If we assume that "the Right is gone" how can a democratic 
force in the government cope with Greece's present problems without the specific 
cooperation of all democratic and popular forces without implementing the basic 
measures our platform proposes? How can it cope with inflation and unemployment 
without ending the immunity of monopolies? How can it be protected from the 
threats of foreign groups which intervene in our affaires without solving firet 
substantive problems related to our independence? How will it solve the problems 
at hand for implementing a new policy and any reforms if it does not first 
undertake the democratisation of the state machinery. 


G, VOTSIS (ELEVTHEROTYPIA): We are holding an election, we do not promote a 
revolution. One way or another we seek reforms. 


KH, FLORAKIS: But do we seek change or interchange? Reforms for modernising 

the establishment or real reforms? Let us not forget that there exist important 
groups in the bourgeois class, in the big capital, who want the modernisation of 
certain things. Because they tell us that we cannot deal with the Common Market 
the way we dealt 20 years ago; therefore, they are attempting to influence parties 
which aim in such a direction under the banner of change. 


S. ZAKHARIADIS (&LEVTHEROTYPIA): Besides KKE, what other forces do you think want 
change? 


KH. FLORAKIS: The true criterion is which forces proclaim and especially which 
forces are struggling for a change. Our pletform pointe out the basic framework 
of goals which must be promoted so that we can talk about a real change. The 
specifics and priorities to be used is another matter. The framework of changes 
we propose is the border, the threshold, if you prefer... Beyond it lies the 
interchange, not change. You should not forget that the word "change" has become 
so common that all are talking about it. It seems to me that in this case, too, 
the known Tsaroukhis position is true ("In Greece," he said, "you are judged by 
your statements"). Therefore, actions and not statements constitute sufficient 
criterion, 
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How can you be against the American bases if you do not part'cipate in the 


popular struggle against them? Can you be true to your peaceiul positions if you 
refuse to take part in the struggles for peace? 


I point out again that our platform must encompass ite basic points, all the forces 
of change, if these forces remain true to their declarations. It ie exactly for 
thie reason that we consider our platform as one of democratic unity. 


Campaign to Start in Northern Greece 


ANDONOPOULOS (TA NEA): To receive 17 percent of the votes you must take away 
from PASOK 4-5 percent of ite votes. Why should not the undecided vote for PASOK 
eo that it could form a "self-reliant" government? 


KH. FLORAKIS: They should vote for us because only if we participate in the second 
distribution will the Right be eliminated. Aleo because KKE provides by ite very 
character the best guarantees for change. We therefore address ourselves not only 
to the KKE followers but to al) those who want to see the Right go, to see the 

way open for change; to those who understand the meaning of KXE's policy and 
program and regardless of which party they voted in previous elections, regardless 
of whether they disagree on this or that particular matter. 


It ie for this reason that we believe that our goal is realistic. But we also 
believe that it depends on our work to achieve this goal. In any event, I can 
assure you that our electoral goale appeal to the people, as was proved by the 
KKE campaign for contributions, The Central Committee will make a relevant 
announcement but 1 can tell you now that we collected over 225 million drachmas 
which represent 100 and 1,000-drachma bills given by tens of thousands of 


people... 


ANDROULAKIS (KKE CENTRAL COMMITTEE PRESS OFFICE): At thie point a question from 
us. Where will the election campaign of our party be inaugurated? 


KH. FLORAKIS: Our party decided to start ite campaign tour in Northern Greece 


and specifically in Salonica and subsequently in Serrai and Veroia. In Veroia 
I will speak at an outdoor gathering on the 17th of the month 23. 


7520 
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POLITICAL CREE CE 


RALLIS, PAPANDREOU CLASH OVER POLITICAL EVENTS 
Athens EPIKAIRA in Greek 4-10 Jun 61 pp 19, 20 
[Text7 Dramatic developments have been taking place in our political scene since 


early thie week. The opposirion leader is asking the preaddent of the’ 
republic to "shorten" the government vy about 5 months before the end of ite tern. 
And he aeke the premier to «ctivate" the Chamber of Deputies /Vouli7 and the 





government for the rest of «© period until the elections and in the meantine 
consider it a caretaker goverment. More cifically, he asks the premier to 
avoid signing the agreement on the /Ameri bases and legislating the lew on 
higher education, Rallis considers the Papandreou demands as an unacceptable 
atteck on the constitution and declares that be will govern and legislate laws as 
long as he has the right to do so. 


At the same time, Rallis held a successful press conference during which he gave 
a general review of our foreign policy and touched on basic domestic issues. 


The rumors were also revived about "an understanding" between the president of the 
republic and the leader of the opposition with regard to the situation which may 
arise if no party scores an absolute majority in the next elections. It is said 
that Papandreou will ignore a possible refusal by Karamanlis to dissolve Vouli, 
that in such a case he will reject cooperation with amy party and that he 
will tolerate the participation of emall parties in forming a goverment. 


A move aiming at "deactivating" Vouli and at virtually apoliticising the government 
for the period until the election was made Monday by the opposition leader after 
"leaks" /of contents of his letter/ to the press. In a letter to Premier Rallis, 
Papandreou asks that the date for the elections be fixed immediately and at the 
same time suggests that Rallis avoid assuming obligations which would create obste- 
cles to the implementation of the next goverment's program. In his letter 


Papandreou adds: 


a. Rallis has actually started the election campaign through vote-mongering tours 
which, under the excuse that they are made for affairs of the state, are covered 
by the masse media in a way which violates the basic rules of the political aysten's 


operation. 
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b. The contimation of the government now has become obsolete since it 
no longer represents even the 41.4) percent /of the votes/ it received in the 1977 
elections and therefore Vouli should be di ved and new elections proclaimed, 


c. During this "informal" preelection period inaugurated by Rallis, every effort 
is being exerted to "conclude" national issues of extreme importance to the 
country such as the agreement for the bases and to legislate crucial matters such 
as that concerning the institution of higher learning. At the same time, public. 
agencies are pushing for the signing of agreements for the purpose of binding the 
future government to options of vital importance. 


Rallis: Lack of Responsibility 


Rallis' answer was prompt and sharp. At first he pointed out that the P 
letter affects the established constitutional in a r totally unacceptable. 
The party /PASOK7 which represents 25 percent the people/ is asking that the 
rty supported the majority of the people should cease governing while it 
ASOK/ should declare itself above any goverment. "These strange notions," 
Rall’* said, "show lack of respect for the democratic state and diminished sense 
of responsibility." In his letter Rallis points out also that: 


a. Papandreou acknowledges the right of the minority leaders in Vouli to have 
direct contact with the people but rejects such right for the majority leader. 


b. The agreement for the bases, if finally signed, will be a phenomenal improvement 
in the existing status and "I am not one of those politicians who postpone the 
signing of an agreement which unquestionably serves the country's defense," 


c. The abolition of the lew framework for education was done with the consent of 
all factions in Vouli. 


Rallis concluded: "Until the day Vouli is dissolved the government will exercise 
ite full constitutional powers. It is possible that I may decide to assign certain 
ministries to apolitical persons. In any event, I repeat that the goverrmment will 
until then exercise its full constitutional rights and the country will be governed 
responsibly. Irresponsible sloganeering is a privilege of others." 


"The President's Hour" 


In his counter-answer last Monday night Papandreou said: "The o_o and not I, 
has a curious notion about constitutional provisions. Article 41, paragraph 2 

of the constitution states: ‘At the recommendation of a goverment enjoying a 
role of confidence, the president of the republic can dissolve Vouli for "a 
renewal of the people's will" /for new elections/ in order to cope with a national 
issue of extreme importance.' It is inconceivable that the premier does not 
consider the agreement on the bases ‘an issue of extreme importance.' It is 
therefore his obligation to ask the president of the republic to dissolve Vouli 
for 'a renewal of the people's will.'" 


Government commentators characterized as "politically immoral" the way the 
/Papandreou/ letter was "leaked" 2 days before it reached its addressee and 
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recalled that PASOK's chairman had used the same tactic in another case 3 months 
ago. 


Papandreou was expected to be received by the president of the republic to whom he 
will explain the views contained in his letter. The publication of the letter and 
the visit to the president of the republic caused rumors to circulate--or be 
revived--about "some sort of agreement" between the president and the opposition 
leader on the situation the outcome of the elections may create. 


If No Majority Resulte... 


According to these rumors, Karamenlis will attempt to form a t of coalition 
or toleration in the event no party receives a majority of seats. He will 
refuse to dissolve Vouli for at least a year and a half after the elections or, 

that is, until the end of 1962, Papandreou insists that he cannot participate in 

a coalition government but, under certain conditions and in order to avoid creating 
confusion by immediately asking the president of the republic to dissolve Vouli, 

he may tolerate for a few months a government of personages acceptable by all. 
However, he insists that first the present opposition he asked to form a goverment 


completely on its own, 


Karamanliis might accept this solution if most of the personages were Vouli members 
except, perhaps, for certain ministers: defense, foreign affairs, public order, 
coordination, justice, etc. 


In any case, the VIMA political editor suggested in an article that President Kara- 
manlis "choose one side," to agree, that is, with the Papandreou view for deactiva- 
tion of the government until the election. It should also be noted that the 
movement of KKE, KKE Interior, BDA, Democratic Center Union, Democratic Socialism 
Party, Panhellenic Militant Workers Trade Union Movement and of many independents 
for adoption of the simple proportional /electoral/ system finds followers inside 
New Democracy also, These ND deputies have strong electoral bases and argue 

that the elimination of polarisation "is a national necessity." 


Rallis Press Conference 


Last Saturday Rallis made his best political showing. At his press conference 
which was telecast in full, he answered easily and convincingly a hail of questions 
by two dogsen journalists. The success of the conference was widely commented upon. 
Some observers attributed the premier's unquestionable success to the fact that 

he is very familiar with foreign affairs issues because of his services in the 
Ministry of Foreign Affairs. Others attributed it to the fact that the period of 
his premiership was full of such problems which "train" a politician and enhance 
his experience, 


In fact, with his answers to reporters who represent the whole political spectrum, 
Rallis gave a clear picture of our foreign policy and of the events which make 

or affect ite developments. At the same time, he did not fail to touch upon — 
domestic issues such as the elections, air pollution, the polls, etc. 

The highlights of the Rallis answers could be summarised as follows: | 
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The negotiations for the agreement on the bases have advanced considerably and 
only points of the geographic appendices need solution. These points are considered 
crucial and the negotiators are waiting for the final American proposals. The 

text of the agreement is far more beneficial to Greece than the old agreement, 

It will also be to the benefit of the Americans to have the agreement signed now, 
otherwise it will have to be renegotiated by the new government. However, there 

is no reason to sign the agreement if it is not possible to have it introduced to 


Voulil, which will remain in session until 10 July at the latest, 
7520 
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POLITICAL NORWAY 


PROGRESSIVE PARTY CHAIRMAN HAGEN ADMIRES REAGAN PROGRAM 


Oslo NORGES HANDELS OG SJOFARTSTIDENDE in Norwegian 22 May 81 p 22 


[Inter dew with Carl I, Hagen by Per Bang, date and place not given) 


\Te ° Progressive Party's Carl I. Hagen is full of self-confidence before the 
ele. .ons. He admires Ronald Reagan, is skeptical about Margaret Thatcher, and 
has doubts about Gro's wave of popularity. Eight years in the Storting is his 

personal goal. 


{Question} "Do you mean for us to take all this about the Progressive Party seri- 
ously, Hagen?" 


[Answer| "Yes, I really think sol!" 


He is almost angry that we even can ask at all. For Carl Ivar Hagen there is no 
doubt. Political and social problems are simplified to a program of action that 
in streamlined certainty will cut through the difficulties. We remember a detail 
from Sigurd Hoel's novel, SESAM SESAM, that reminds us a little of Hagen. A large 
banquet is being given on the occasion of the celebration of a great poet, and in 
addition to other bigwigs, several party leaders have been invited, “among them 
the one without supporters. He was a borderline case, but the committee had de- 
cided that out of principle...besides that, he was a pleasant man, and this could 
not be said of all the rest." 


This glimpse of a long-past Ibsen celebration came back to us in the Progressive 
Party's little office in the shipping building. Naturally Hagen has followers. 
He has 7,000 registered members and possibly the largest amount of young people 
in relation to mature people in all of our parties: 2,200 belong to the Progres- 
sive Party's main youth organization. And he is a pleasant person. And enthusi- 
astically believing. When he trots out his program and explains the unclear part, 
we see that he falls completely outside of the traditional groups that can be 
tagged as conservative or radical. And his party stands for new thoughts, as he 
himself says, or for old ideas, as he also says, and this can be a factor to be 
judged by those who are interested in an election alternative--our own impression 
of the party leader is that he, just like the character in Sigurd Hoel's novel, 
is not boring. He will certainly add a little color to the campaign, whether 

red or green or blue. His own campaign is already in full swing with meetings 
and appeals everywhere he can get to. 
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[\Question| "“Let'a take a look at the goodies in you election bag, Hagen, the 
removal of all ineome tax," 


[Answer] “This must be seen in a wide perapective, and one can of course remember 
that in the old days society got along very well without an income tax. It was 
introduced by Gladstone in England in his time to finance a very expensive war. 

lt is very easy to forget the basic situation today: we have some social responsi- 
bilities that must be carried out together, which cost X million kroner and are 

to be paid for by Y number of people. What we want to create is a collection system 
that does the least possible harm. Therefore we want to have it on the consumer's 
side and not on the producer's aide. I am well aware that it will take a long time 
to get there, and that in a transition period, one must consider a reduction. But 
we need a different collection system because what we have has become too compli- 
cated. lt has developed several harmful effects, and the only thing one can do 
about it te to patch it up everywhere. Our first proposal is that the progression 
be reduced to 50 percent and that che government tax be removed completely. It 
only takes in 10 billion, but at the same time it is the worst." 


[Question] "“len't it a little thoughtless to begin thinking about an end to Caxes 
before you have epecified the cost?" 


|Answer| “Compared with what other parties do in presenting goals it isn't. It 
ie realietic, a result of a thought process based on principle. Bur it is clear 
that alternative systems of collection must be considered." 


[Question] "Are you doing this now?” 


|Anewer| “We don't have the capacity for that, but we hope to present an alterna- 
tive government budget simultaneously with the government's in the fall." 


Hagen cites Egil Bakke of the Industrial Council, who would scarcely have thought 
he would be cited in the Progressive Party's favor, but who has said something 
about paying in and gett! g@ back one's own money. 


"There are many people today, outside of our party as well, who are worried about 
the drawbacks and harmful effects of progression. In Great Britain there are 
people in both the large parties who think this way; it is the thought of the 
times. Otherwise it is Switzerland that in many ways is the ideal community 

for me.” 


[Question] "Don't they have income ta> there?" 

[Answer) “Yes, but on a completely different level than we have here.” 
[Question] "By how much can out government expenses be reduced?" 

[Anewer| "Our long range goal is to cut them down to 33 percent of the GNP. But 


don't ask us for anaiyses and clarifications that the large parties never give." 


[Question] "And how will the government tax our consumption?” 





[Anewer] "With graded taxes on goods, least on necessary articles such as milk 
and bread, most on luxury items such as color TV and Mercedes. We have in mind 
4 or 5 tax classes with not much difference in between, for example, 5 and 10 
and 18 and 30 percent, to give poseaible figures, We already have a tax system 
that ie related to thie in prineciplee-there is a different tax on Donald Duck 
magazines and Donald Duck books, for example." 


\Question| "Let's go a little more in detail into the platform as it wae approved 
recently at the national meeting. All government aid to underdeveloped countries 
ia to stop, then?" 


[Anewer| ‘Required governmental aid to underdeveloped countries will stop, but 
we will have government catastrophe assistance and opportunity for tax reduction 
for voluntary contributions to Church Charity, Save the Children, and similar 
organizations. Norwegians have shown that they are generous when there ie a col- 
lection for a good cause." 


[Question] "Yes, certainly, we gave quite a eum to the refugees last year, about 
the same as we drank up and gambled on a weekend." 


|\Anewer|] "Well, I don't know how much will be donated with a tax reduction, but 

the government says some place that it can be a very large sum. But the point is 
that it is the donator himself who decides. By the way, the best form of help 

to underdeveloped countries is to start up Norwegian businesses in underdeveloped 
countries. Factories that can bring employment and income to the areas. Industrial 
employment." 


[Question| "Will you approve of financial support for liberation movements in 
oppressed countries?" 


[Anewer| "No, cut that out.” 

[Question] "And no restrictions at all in the sale of goods and services to dic- 
tatorships?" 

[Answer| "No," 

[Question] "You want to stabilize the currency. Does the platform say how?" 
[Answer| “In three ways. By reducing taxes and excise taxes, particularly pro- 


gressive taxes, which are highly inflationary. By reducing the amount of money, 
as Milton Friedman says, and finally by introducing wages freezes in industry 

and direct negotiations between the parties at every single working place. This 
will make people more interested in what they can afford. Today neither the 
director nor the employee has anything to say about the wage level that is forced 
on them by a government cr by organizetions, and we get a system where an increase 
in productivity of under 1 percent ir rewarded with a wage increase of over 14 
percent.” 


[Question] ‘What will LO [Norwegira Federation of Trade Unions] and NAF [Norwegian 
Federation of Employers] do then?" 
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l|Anewer) Hagen says generously: “They will play an advisory role for factory 
leaders and club chairmen," 


[Question| “Then you want all the subsidies taken away, and how much will we pay 
for food, then?" 


|Anewer) “What it coste to produce it. This has three advantages: the consumer 
will see how expensive the production of food in Norway ie, they will be less care- 
less with food, and it will become possible to import more food from countries 

that produce it more cheaply. Of course we will maintain a productive capacity 

#0 we can manage in a crisie situation, but today we have too much self service." 


[Question] "And the future for Norwegian farming?" 
[Anewer! ‘Protection of the most rationalized production." 
(\Question| "You aren't getting many farm votes on this, are you?” 


[Anewer] "Oh yes, many of chem are fed up with the Farmer's Association and with 
the Department of Agriculture. What we have done with agriculture in Norway is 
the same as we did in the 1920's when we allowed the establishment of shoe fac- 
tories that didn't manufacture more than 100 paire of shoes a year." 


[Question] "And if you want to remove the law on equality and the Equality Com- 
mission, it will cost you female votes." 


|Answer|] "No, women are beginning to be really tired of having it dinned into 
their ears that they need special treatment. We are in favor of a completely sex- 
neutral policy and reject every form of quota. What is happening in Norway now 

is that the development in the country is about to become the result of political 
measures, while we think that the development should be the result of voluntary 
actions of the inhabitants of the country. We are for compulsory military service 
for women, and we want the women themselves to choose whether they want to parti- 
cipate directly in the military forces as in Israel, or whether they want to per- 
form services useful to society. And those refusing military service will have 
civilian duty with 50 percent longer time." 


[Question] "And you also want to remove support to the newspapers?” 


[Answer] ‘The other parties want to support old people, children, fishermen, 
artists, farmers, finally to 500 percent of the Norwegian people. There is no 
reason for the press to be an exception to the rule that those who sell goods 
or services must be able to live from doing so." 


[Question] “Support to political parties will also be removed, then?" 


[Answer) ‘Yes. 
|Question|! “How much does the Progressive Party get in support?" 


[Answer] ‘Nothing from the central party support because we got less than 2.5 
percent of the votes, and the support rule is so backwards that those who need 
it the most get the least. The counties and communities receive support, for 
there the method of calculation is different.” 
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He gave us to understand that the amount was something under 700,000 kroner last 
year, The party accepted it because aa long as the public offer ia there, there 
ie no point in making a complete voluntary collection. 


[Question] “Your platform calle for all regulations on working time to be re- 
moved?" 


l[Anewer| "Not exactly removed,..Here we aleo want to return to the industry for 
negotiations and for a great reduction in regulations. Politicians shouldn't 
have anything to say about whether a person ia to work overtime if one wante to. 
But obviously we don't want to get rid of working time regulations that are set 
up for safety." 


|\Queation| "And control of production will be removed?" 


lAnewer|] "Can you tell me what one wishes to forbid with the new law that one 
could not already forbid with the old lawe if it was harmful?" 


\Question| "No," 


[Answer] "Gro couldn't either, when I asked her to name five things. The law on 
product control is lLawmaking for lawmaking's sake. With the law we have, there 

is not one thing in this country one cannot forbid with reference to possible harm- 
ful intention or method.” 


|Question} "Let's take a look at defense policy. You want foreign troops stationed 
in Norway during time of peace?" 


[Answer] "Not very many. The point is that they be seen and that they can be 
used immediately in a possible attack. It will have a great psychological effect 
if a Russian attack on Norway could engage American, British or West German sol- 
diers, and if they are perhaps even killed. Their mothers would demand that re- 
inforcements be sent, and the leading powers could not delay by pointing toward 

a fear of escalating the war." 


[Question] "Should we also have nuclear weapons? Stored in time of peace?" 


[Answer} ‘I don't know why tactical nuclear weapons should be forbidden. The 
point is that we must not be weaker than our potential enemies." 


[Question] "And national companies are to become private? With one share to each 
inhabitant?” 
|Answer] "If everyone got one share, many would sell, and many would keep it as 


an investment, and most of them would not bother to show up for a general meeting. 
All the government's shares should be sold. The form of a stock company does not 
suit government activity that belonge under administration. You must also consider 
that we will arrange things so that it will be profitable for Norwegian shipowners 
to sail under a Norwegian flag, but at the same time, we will remove all restric- 
tions on sailing under a foreign flag. And the shipowners are to be allowed to 
hire their crews where they will. In this way we will arrange things so that there 
will be a Norwegian price on Norwegian oil." 
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[Queation| “If you should get into a decisive position in the Storting, will 
you then cooperate with the conservatives?" 


lAnewer} "Il can hardly see a situation in which the Progressive Party would work 
to bring down a Conservative government. We prefer the Conservatives as a firet 
alternative; if this doesn't come about, we would prefer a non-socialist govern- 
ment, but we will not offer ourselves as a guarantee for such a mixed party govern- 
ment," 


Hagen's position on the Conservative Party ie otherwise ambivalent. Of course 

he sees the Labor Party as the main opponent, even if he has had good relation- 
ships with labor people in the Storting--"and especially with the Socialist Left, 
for here we disagree so much that there is no point in discussion, and so we have 
no probleme at all!''=--while there te more argument with the Conservatives. 


"In 1973 we had 5 percent and the conservatives had 17.6 percent. Today, the 
conservatives have about 3, and the reason is, among other things, that we have 
taken up @ series of matters that have legitimized the Conservatives for many 
people. They feel that they can now be for the conservatives without seeming 
reactionary." 


[Question] ‘Because you are the ones who are reactionary?" 


[Answer] ‘We are the counter-reaction against the development and we have put 
ourselves at the head of the conservative movement. People who cannot completely 
support us can now go to the Conservatives who have, because of us, now taken a 
low profile." 


Otherwise, Hagen is not an admirer of the Conservative Party, and is angered by 
the fact that the party says one thing and does another. 


"There is not much difference between the Conservatives and Labor--just 5 ore 
as far as the price of gasoline is concerned. If we get a Conservative govern- 
ment after the election, we will gather in even more votes in 1985." 


In this fall's elections, Magen expects to get 4 places in the Storting; he is 
hoping for 6 and dreaming of 8. 


[Question| "If you were to dream of a governmental position for yourself, which 
chair would you select?" 


[Answer] ‘The department of Consumers and Administration, that has the ration- 
alization of the government as its main task. A lot can be done there." 


{Question}! “How do you look at tne labor movement as a historical phenomenon?" 


[Answer] "Precisely as a historical phenomenon. It was justified in the 1920's 
and 1930's but didn't have the sense to stop on time when it had reached its goal." 


Hagen explains patiently that the Progressive Party actually stands for old ideas. 
He names Adam Smith and Abraham Lincoln as political thinkers. 
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"The free society ta nothing new even if one constantly has to fight to preserve 
it. What separates us from the other parties is that we are attacking the very 
basis of the use of political power, The others argue about what measures are to 
be taken; we don't want the measures taken in the first place." 


[\Question}) "What living politicians do you admire most?" 


[Answer] "Obviously Reagan, we knew that of course. But not Thatcher. She failed 
already at the start by not reforming the labor movement. 


[Question] "But now a little leftist wind is blowing, Hagen, a little cooling 
from France?" 


[Answer| "It ts bound to local French eituations. I think the popularity of Gro 
in Norway will also diminish. But it ie clear--if you start out to buy votes, 
there are always some who will bite." 


He thrives on political life, he says, and he adds generously that there are few 
who dare debate with him. He also had a course in speaking well from his public 
youth, and from his student days in England where speaking well really means some- 
thing. Carl Hagen was President of the Student Union at Newcastle College of 
Commerce at the end of the sixties after he went over there because he failed in 
pure mathematics at Sunderland Technical College, where he intended to become an 
engineer. So it became business instead, and a job as Executive Marketing Director 
for Tate and Lyle in Norway, a job that for a while gave him the nickname of little 
darling. He quit the job when Anders Lange died and Hagen came into the Storting 

1 January 1975. The atmosphere there is all right, he says, but the collegiality 
among the principal opponents can be too intimate, one can lose contact with the 
voters and become part of a closed inner circle. If the night meetings got too 
long in the Ting, he sometimes took off and, among other things, was seen on the 
dance floor at Frascati. 


[Question] "And what if you should not be elected this fall?" 


No, that is something he can hardly imagine. He is counting on 8 years in the 
Storting. 


|\Question| "And then?" 
{Answer} "Something in the productive economy. One should not be a Storting 


representative too long. The Progressive Party has a time limit for such things 
in its program." 
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POLITICAL NORWAY 


LABOR PARTY'S IMPETUS FROM BRUNDTLAND SEEN ENDED 
Oslo AFPTENPOSTEN in Norwegian 15 Jun 81 p 3 
(Commentary by Egil Sundar7 


LText/ Seldom has a Norwegian Prime Minister been carried along by such a wave of 
declarations of agreement and good, personal wishes as Gro Harlem Brundtland. 

Opinion polls that AFTENPOSTEN published both before and after the surprising prime 
minister shift in February showed that she was favored to quite an overwhelming 
degree. On the basis of this, it was not surprising that Labor Party spokesmen began 
to hope for a new period of success for the party--at any rate of such duration that 
one would be able to hold the power in the government even after the election. Today 
most of the political observers have to admit that the glory is past. The wave of 
enthusiasm for Gro has subsided. 


The expectations that many had for Gro Harlem Brundtland as Prime Minister were based 
primarily on her great capacity for work, her ability in analytical thinking, and--not 
least--an idea that she had precisely those leadership qualities that many missed in 
Odvar Nordli. In a dramatic period of decline for the Labor Party one could not over- 
look either the very important fact that Gro Harlem Brundtland--according to the 
opinion polls-enjoyed a much greater popularity among the voters than any of the 
party's other top-politicians. 


Understandably enough, the thought was not overlooked that the launching of Norway's 
first female prime minister could be an important political factor in itself. While 
Great Britain had gotten its “iron woman,” it was expected--without comparison, by 
the way--that also Mrs. Harlem Brundtland would provide the steady leadership that 
was obviously needed. But in contrast to Margaret Thatcher, the Norwegian Prime 
Minister was to give the male-dominated leadership a new and softer dimension. At 
any rate, this was one of the lines of thought. And if it could just succeed, this 
in itself was a good political move. 


Seen from the point of view of traditional procedure, it is obvious that the election 
of Gro Harlem Brundtland as Prime Minister had to seem to many a daring experiment. 
She lacked the long, extensive experience, the political authority, that people 
usually connect with the head of government. Some also emphasized that there was 
something about Gro Harlem Brundtland's personal qualities, her style as a politician, 
that would perhaps not make her qualified to be Prime Minister. These various factors 

















doubtlessly played a part in the evaluation when the majority of the governing party's 
top level originally decided that Rolf Hansen should follow Odvar Nordli. But the 

party organization wanted things otherwise. Under these circumstances, it was impos- 
sible to avoid the selection of the party's then vice-chairman, Gro Harlem Brundtland, 


In her political career, she had made herself known chiefly as the Minister of 
Environmental Protection. An extremely ambitious and proud cabinet minister, a 
politician who combined great operational ability and decisiveness with a--seemingly-- 
lower profile. There could scarcely be any doubt that the times were working very 
favorably for Gro Harlem Brundtland toward future occupation of top positions. She 
became the vice-chairman of the party, and in October, 1979, when she left the 
government and was "banished" to the Storting, most observers still felt that she 
would even things up again soon. Sure enough, the first Storting session was not a 
success, and only when she was elected last year as Vice-Chairman in the Storting 
group and Chairman of the Committee for Foreign Affairs and the Constitution that she 
created the platform for herself that very soon placed her among the top people. It 
was precisely during this time that she had the opportunity to show her best qualities 
as a politician. She worked thoroughly and purposefully, and in many of the large 
debates throughout the fall, she made herself more and more effective. With this, she 
definitely established her candidacy for the position of Chairman of the Labor Party. 
And when she was named Prime Minister in February of this year, one could scarcely 
avoid electing her Chairman when she herself made it known that such a move would be 
both correct and natural, 


Time and circumstances continued to work for Gro Harlem Brundtland. But will this 
continue in the future? In political circles there is great doubt about this. Many 
people are beginning to ask themselves whether the Prime Minister is ready for the job. 


In her speech on taking over the government, the new Prime Minister emphasized her 
intention to continue the policies of the Nordli government, policies that had shown 
themselves to be poorly adapted to solve the pressing problems of a new period. 
Economic and political difficulties have not lessened with Gro Harlem Brundtland as 
head of government. And if one is to judge according to her inability to adjust 

the policies to the needs of practical life, there is little hope that she will be 
able to master the future tasks with which we are faced. Television viewers througout 
the country have been able to see that the Prime Minister shows remarkably little 
interest in a serious and impartial discussion of the economic and political realities 
of our time. One of these realities is that the Labor Party's inflation policy is 
undermining competitive ability in large parts of the economy and increasing the threat 
of extensive unemployment. A 15 percent price increase means a doubling of prices in 
5S years! And it is well known that inflation has the dangerous tendency to cause even 
stronger inflation. 


But the Prime Minister rejects every attack on the government's inflation policy. 

With her inability in political self-analysis and self-criticism, she is bringing 
herself into a position of responsibility that sometimes gives the strange impression 
of definitely refusing to answer questions from the foremost leaders of the opposition. 
The Prime Minister simply wants to decide herself what she will answer to. 
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And no one M@Y try to give the government goou advice or even suggest a little positive 
criticism, The Prime Minister will have none of this, either. Her “only-I-know" 
attitude has probably never come out so strongly than during the debate Thursday on 
the long-range program, where Christian People's Party member Kjell Magne Bondevik 
found it necessary to say that even the Prime Minister has certain limits. 


Bondevik said: “If one is to believe the Prime Minister, there is only one party in 
this country that can conduct any sort of understandable policy, and that is the 
governing party. The other parties must be considered to be completely unqualified 
to do anything at all." 


And not only is the Labor Party the only party that can conduct an understandable 
and correct policy. According to Prime Minister Gro Harlem Brundtland, there is only 
one party that can form a government capable of action, namely the Labor Party. 


A tough position--one can certainly say--when we now have behind us a four year 
period that has been characterized more than any other by lack of ability to act 
during the shifting Labor Party governments. And here the policy speaks for itself! 


In order to be able to change direction and establish a new policy, the first requirement 
must be that one at least recognize the problems to a certain extent, and that one is 
also willing to discuss them. The Prime Minister's attitude does not augur well for 
herself and for the government's possibility of solving the society's problems. 
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POLITICAL NORWAY 


OPPOSITION PARTIES' UNITING ON ECONOMY SEEN UNIQUE 
Oslo AFTENPOSTEN in Norwegian 12 Jun 81 p 2 


/Bditorial/ 


/Text7 The political situation just 3 months before the Storting elections is char- 
acterized by the fact that the Labor Party clearly has lost interest in its own long- 
range governmental program, and instead is concentrating almost all its attention on 
the common stand that the Conservative, the Christian People's Party, and the Center 
Party have taken. The explanation is actually very simple. The Labor Party's most 
important weapon against the non-socialist parties has of course long been the idea 
that these parties have not had anything in common on which to stand, at any rate not 
on paper. But political life changes and obviously can provide surprises for everyone. 
Suddenly there is a completely new situation: In a 100-page document, the three 
cooperating parties have, as the voters have been expecting, presented an obligatory 
common program. Three independent parties, with a clearly coalescing view of future 
tasks in the Norwegian society, present common guidelines for an alternative policy to 
the one the government and the Labor Party stand for. 


This document has taken the most important argument away fromthe Labor Party and the 
government in the campaign. First of all, the voters have gotten a clear message 
that the Conservative, the Christian People's Party, and the Center Party are ready 
to enter discussions on the formation of a government if the election results should 
call for it. And then: With their extensive common position, the same parties have 
also clarified the main lines of a non-socialist government policy. 


It is not in the least remarkable that this manifestation of non-socialist will to 
cooperate has made a strong impression onthe governing party. And the confusion in 
party tactics in the future is clearly great, a fact that was seen in a series of 
self-contradictory statements in the Storting debate yesterday on long-range policy. 
In consideration of the Labor Party's continual scoffing at the lack of a non- 
socialist alternative, it seems hardly convincing now when one--in the absence of 
convincing arguments--tries to run down the most extensive non-socialist common program 
that has ever been worked out. To be sre, one can find differences of opinion in 
many points among the 3 cooperating parties, but if one ignores one single issue--the 
issue of abortion--these differences are almost insignificant in comparison with the 
differences within the Labor Party. In this respect, it is enough to point to foreign 
policy. In contrast to the governing party, there is no disagreement between the 3 
non-socialist parties on decisive questions in this connection. 
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Both the common position and the statements by the non-socialist parties' leading 
spokesmen in yesterday's debate in the Storting show a strong will to find common 
solutions to the problems the country is facing. A good working basis has been 
created for a non-socialist government. This is, from the voters' point of view, 
the most important conclusion that can be reached from this session of the Storting. 
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POLITICAL SPAIN 


SECRETARY GENERAL OF BASQUE SOCIALIST PARTY INTERVIEWED 
Madrid EL PAIS in Spanish 2 Jun 81 p 23 


(Interview with Txiki Benegas, Secretary general of the Euskadi PSOE /Spanish 
Socialist Workers Party/7 by Patxo Unzueta in Bilbao; date not given7 


{Text/ Born in Venezuela into a family of exiled Basque nationalists, Jose Maria 
(Txiki) Benegas, secretary general of the Basque Socialist Party (PSOE) has, since 
the beginning of the transition, been considered a key man in any attempt at under- 
Standing between the two main ideological currents which have polarized Basque 
society politically since the parallel emergence of nationalism and socialism in 
Vizcaya at the beginning of the century. Benegas has now set in motion another 
initiative of this type, which the federal executive board of his party and the 
president of the government himself, Leopoldo Calvo Sotelo, already recognize. This 
plan proposes reconciliation of the Basque forces, and calls for the direct partici- 
pation of the autonomous Basque government in the struggle against terorrism, as well 
as for initiatives aimed at breaking away from “the drama of a people who do not know 
how to live together in freedom." 


(Question7 In October 1978, from the platform of the Siglo XXI Club, you outlined a 
diagnosis of Basque society which went beyond the usual routine analysis. What became 
of those measures? Why did they fail? What has changed since then? 


(Answer / That proposal started from the premise that the process experienced in 

Euskadi from the time of Franco's death until the 1977 elections had been very special, 
not the same as in the rest of the State, and that therefore its problems were 

equally special: fromthe peculiar phenomenon of an economic crisis in a super- 
industrialized area which was traditionally a receiver of manpower. to the special 
problems of public order which created popular support for violent strategies. And 

SO we pointed out the need for a special type of compromise--for autonomy, for peace 
and for economic reorganization--which converged in the political autonomy agreement 

as a possible meeting place for the different options in a common project. 


The plan failed because of a series of complex factors, the foremost of which was 

the break-up, as a result of the constitutional debate, of what had been the nucleus 
of the pact: the “autonomy front" formed in 1977 by the PNV /Basque Nationalist 
Party7 and the PSE /expansion unknown7, which the ESEI /Basque Socialist Coordinating 
Force/ joined. After taking a position against the Constitution--in a very demagogic 
manner and stimulating reflexes of visceral confrontation: the "Anti-Basque Con- 
Stitution,” etc--the PNV brought about a split which was both artificial and 
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historically unfortunate for the Basque people. After aligning themselves, essentially 
for contemptible vote-getting purposes, with Euskadiko Ezkena /Basque Left7 and Herri 
Batasuna /Popular Unity7 in a kind of “anti-constitutional front," the PNV rekindled 
the tlames of confrontation between the “abertzales” fPatriots/ and the pro-Spanish." 
That division, which placed us socialists and communists together with the UCD 
(Democratic Center Union7, and the PNV and EE on the side of the HB, proved to be 
totally artificial with respect to the real problem which Euskadi was facing at that 
time. But the result was, on theone hand, the destruction of any possibility of a 
constructive agreement like the one which we were proposing for autonomy; and on the 
other hand, it encouraged the escalation of the ETA {Basque Fatherland and Liberty 
Group7, which considered the violent imposition of its own options to be legitimate. 


/Question7 At that time, you were an inside member of the Basque General Council. 
Did you have occasion, from that post, to come into contact with the ETA? With what 
results? 


/Answer/7 At the beginning of the democratic transition there were, in effect, attempts 
at negotiation, with the agreement of the Minister of the Interior, Martin Villa, 

and the knowledge of President Suarez. Those attempts did not succeed, because of 

the demands of the ETA that the contacts should be made public from the very 
beginning. There were also internal problems inside the ETA. The assassination of 
Argala, who was in favor of negotiation, definitely ruined the possibility of taking 
this course. At the same time, the climate of visceral confrontation which had been 
Created regarding the constitutional debate acted as a breeding ground for the 
escalation of terrorist acts. 


In my judgment, once the path of negotiation was closed the only solution was a 
frontal attack against the ETA, starting with a struggle leading toward the social 
isolation of terrorism. The people who did not understand this are largely responsible 
for the later deterioration of the situation. I am referring, of course, to the PNV, 
but not only to the PNV. Because, added to the negative influence which this party 
has had in periodically rekindling the flames of emotionalism: saying "It's all the 
fault of Madrid"--withdrawing from Parliament, making verbal concessions to radical 
nationalism, etc.--it is impossible to forget the enormous responsibility of the 
successive UCD governments and their ill-advised public order policy during the 
transition. The so-called “police errors"--from Aldapeta to Almeria, including 
Pamplona, Renteria, Joseba Arregui, etc.--have resulted in enormous steps backward 
every time that an advance had been made on the road to making citizens aware of the 
need to isolate terrorism. 


In the same way, an appraisal will have to be made some day of the huge mistake of 
keeping the Basque General Council (CGV) without jurisdiction for more than a year, 
and in particular of the refusal of the UCD government to set in motion the creation 
of an autonomous police, which we have been requesting since 1978. Regrettably, in 
this area, 3 decisive years have been lost. 


MQuestion/ Returning to the beginning, what has changed in these 3 years? What 
could be salvaged from the 1978 proposals? What other measures would be appropriate 
to adopt today? 
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/Answer7 Over the course of these 3 years, it is clear that the situation has 
deteriorated greatly. On one hand, on the political level, doors to possible solu- 
tions have been closed, and that feeling of depression typical of every closed seitu- 
ation continues to intensify: everything seems to be repeating itself in accordance 
with some inexorable logic. But at the same time, on the social level, the moral 
deterioration of this society has been atrocious. Evils like intransigence, contempt 
for life, fanaticism, and intolerance are transformed into their opposites, and dis- 
guised as firmness, courage, vitality. Injustice replaces reason, gesticulation-- 
the more repetitive, fatuous and empty the better--is transformed into argurent. 
Morbid complacency about death, necrophilia, is set up as a model of behavicr, and 
becomes the hub of a new ritual calendar. Ina word: I donot know if our »dast is 
intolerable, as has been said, but I am sure that our present is. In short, the 
great historical challenge facing the Basque Country today is that of breaking away 
from the drama of a people who do not know how to coexist in freedom. It is a challenge 
to fight against violence, intolerance, fanaticism: These situations of collective 
madness which are bringing Our people to the brink of chaos. We must at least make 
the word "liberty" take on a real meaning for each and every one of the citizens of 
Euskadi. After the events of 23 February this objective could certainly be extended 
to the whole of Spain, especially in view of the simultaneous existence--objective 
and perhaps also subjective--of coupism and terrorism, both of which seek to put an 
end to freedom. 


"Return to 1978 Initiatives” 


Faced with this double challenge, which, on the other hand, has caused a state of 
emergency to overshadow Euskadi, I think we must recapture the initiatives of 1978; 
we must urge an agreement among all the democratic Basque forces around the triple 
nucleus of negotiated measures against strikes, social isolation of terrorism, and 
the institutionalization of the autonomies on a basis of cooperation. The initiative 
for such cooperation should come from the president of the Basque government. Over- 
coming his present passivity, and with the legitimacy granted to him by the support 
from all the democratic Basque forces, he would in his turn, be in a position to 
negotiate with Calvo Sotelo a series of cooperative measures with the Basque government 
in the struggle against terrorism, which in turn would remove the shadow of the state 
of emergency. 


That is, a compromise onthe part of the Basque government in taking on tasks like 
participation in the unified anti-terrorist command, effective assumption of respon- 
Sibility on the Security Board, joining provincial public order boards, rapid develop- 
ment of the autonomy police, and its cooperation with the State police in the anti- 
terrorist struggle would be balanced by a promise fromthe central government not to 
decree a state of emergency, the most specific effect of which would be to make 
difficult the social isolation of the ETA. 


{Question/ The first step would be, then, cooperation between the Basque political 
Parties. Hasn't this process begun? What difficulties does it face? 


/Answer/ First of all, I stress that it would be desirable for the Basque government 
directly, its president, to be the one to clearly take the initiative: that is, it 
would not only be a question of bilateral contacts between the parties, but rather an 
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OCCASLON ON FALLDIN SPEECH TO URGE ACTION 


DAGENS NYHETER in Swedish 15 Jun 61 p 2 


by Olof Kleberg: “Ie the Center Ashamed of the Voters?" | 


unusually gloomy as the weather wae when the Center Party held its na- 
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‘ting at Ronneby on Sunday, it seemed an equally gloomy time for the cen- 
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his speech to his youth league at Liungskile on Friday. He said that 


war is needed in the next election campaign, against the social demo- 


economic policies and against the conservatives’ unwillingness t: 
ist economic distribution. And the next election campaign has reaily 


19 








iLral Statiatical Bureau opinion poll unfortunately the Laat showed the 
rimariiy the center but aleo the Liberals loat turther voter support 

ber ia@at year Lt was among the young people and the voters in middle 
ifger towne where the two parties received leas support, Certainiy the 
ducted during 4& government crisia, but Lt must atill be a4 warning to 

he 7 parties 

years that lhorbjorn Falldin hae led the Center Party his party has 
rgeat of the bourgeolsa blo ntil the election of 19/79, Lenter had the 
reauilit in 19/3 with approx. mately 25 percent, in opinion polis the 

r a time up around 30 But since then it has declined. The bourgeois 
' ’ " 

e ives Ss lea the Conservative Party. 

Le! tf the green wave obviously fled trom the center when rough economk 
ed the Swedes Then it became harder than ever to carry out the demand 
entralizgation, better regional balance, and stronger environmental 
nd when the anti-nuciear power campatgn did not succeed, many young 
lisappointed=-one-tenth of the members of the youth League detected in 
f the enter {| etill taithtul, even though some farmers have gone ove! 

ervatives The party iteelf has only losat a few percent f ite members 
eat 
7 ’ ry iz ireganizati in apread At TOSS (re entire country . 

t ‘ Lm) rita t if —14 if i¢ oy ihe pat ty a lw has LRoOVveT nment power! 
i/o ole enter is iGersnip seems to be inten On BOoverning themselves out 
rricuit tuatior 
ear ' the ter i se! 
t : rhe enter! if 1 pari as tT ew interest im issues, and as 
irty it must primarily stand for an unpopuiar | y of contraction. 
‘ it ‘ é eT irty meeting there is a program tor new tax reform, 
tax, & program tor regional policies and one for equaiit environ 
enere juestions ais get neideration, ut it is difficuit t reaily 
, err 
lor int task is to bring rder t ne —— nomy throug Villy 
eezed trom th right and iett, it is not eas ror ther 
», and ring tne neavy ute it will be 1itfticuit ¢t maintalii 
idarit wii th the center and the iibera.s desir« 

7 J J J ~ ' ' rt Time? t » + get t t { ‘ —9*8 rt if che . J 

; ‘ " _ Se. and tr; ittié ‘Te rhe % J tT ive Tor rity 
eT ime , " T F F rr’ ’ 2 ver? ne 1% . ' F ret rh 
government. Persistentiy and objectivé i Omm it Cee r 3 








hew 
tor 
lo 


ti t utiilge the 
Warmiy and aa otten 

ite deatructiveneasa, 

F 
ent wed not be ashamed 
if unde that wat 


with 


gitcuation 


to change opinion to 


the neceasaity of tax retorm aa 


show 


that 


Thorbiorn 


that 


the leaat weéll-toerdo 


ita 
the 


ate 


it wante to increase ita vote! 


Si 


Fal ld in. 


advant ape. 


LO 


conservatives 


hurt leaaet 


by 


support, but 








POLLTICAI SWEDEN 


FOUR CENTER PARTY YOUTH CHAPTERS DEMAND FALLDIN STEP DOWN 
Stockholm SVENSKA DAGBLADET in Swediah 9 Jun 61 p 6 


[Article by Ola Sall: "Center Party Youths Critical, Saying Falldin Should Resign as 
Party Leader") 


[Text] The Center Party's support for Falldin is certainly 
nationwide, but not total. Within the youth movement there 
are critical voices. 


At least 4 of the 29 districts of the Center Party Youth League (CUF) want Thorbjorn 
Falldin to resign as party leader. 


A motion made by the Vesterbotten's CUF district to the league's coming national 
meeting demands that the youth league work towards Falldin's departure as party lead- 
er. Up to now the motion has received open suppo.t from the Norrbotten and the 
Gothenburg districts. In Stockholm the CUF has presented a similar motion which says 
that the post of prime minister should be separate from the post of party leader, in 
the same way as in the Norwegian Labor Party. 


The motion from Vasterbotien says,"The Center Party has become too much controlled 
from the top during Falldin's leadership. He has little support among the youth, 
ind he lacks respect among the political opposition. 


fhe Norrbotten CUF district emphasized the Center Party's low rating in the latest 


polis 


“The party leader must carry out the party's policies, represent the party and 
force the important issues. Thorbjorn Falldin has not succeeded in this," said 
the statement from the Norrbotten district. 


The chairman of the Gothenburg district, Katrin Thorin, said, "The voters have a 
hard time distinguishing a typical Center Party policy in today's government policies. 
Falldin hae not presented the party's message well. Our impression is that many in 
the youth league are strongly critical of Falldin even though they jo not support 
the motion demanding his resignation." 


The CUF meeting, which is to be held in Ronneby, will begin 11 June. 





POLLTICAI SWEDEN 


POLL REGISTERS RECORD DISTANCE BETWEEN LEFT, RIGHT 
Stockholm SVENSKA DAGBLADET in Swedieh 12 Jun 81 p 6 
[Article by Erik Liden: "SCB'a Last Election Poll? Record Diatance Between Bloce” 


[Text] The most recent tendency in election polls is 
emphasized in probably the last large voter interview 
by SCB [Swedish Central Bureau of Statistics]. The 

socialist bloc has a record preponderance of 


L4 percent. 


since the polls began in 1972 no such preponderance tor a iarge bloc has been noted, 
The next highest was 11 percent, noted in November 1980, The most the bourgeois bloc 


has had has been 8 percent--in the first poll of 1972. 


The latest poll showed the decline of the Center Party and the Liberal Party con- 
tinuing, while the Social Democratic Party and the Conservative Party continued to 


gain. 
wn Soctai Democratic Majority 


if there had been an election in May, the poll taken during the government crisis of 
) April-20 May shows that the conservatives would have received 22.6 percent of the 
votes, the liberals 6.4 percent, the center 12.8 percent, the social democrats 50.6 
percent and the communists 5.4 percent. Consequently the liberals are one percent 
higher than the communists, and only two percent from the Riksdag’s magical cutoff 


point for election. 


In an election now the Social Democratic Party would get its own majority in the 
Rikedag, and accordingly shows its highest figure in the history of SCB polls. It 
has grown continuously since May 1979 when its figure was 42 percent. 


At the same time the Conservative Party began climbing from 16 percent, while the 
Liberal Party began its decline from 14 percent, and the Center Party from 21 per- 


Since the election of 1979 the liberals have lost 1.5 percent of their voters to 
the s ial democrats, and 1.1 percent to the conservatives. The conservatives have 
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also gained 1,3 percent trom the center, but lost 0.5 percent to the social demo- 
social democrats, and 0.1 percent 


crates. The center has lost 2.0 percent to the 


the communists, who lost 0.6 percent 


the soctal democrats have therefore 


pat ties, 


[he Liberal Party shows figures under 4 percent for all 
tirat-time voters as low as 2.0 percent, with an uncertainty factor of 


Conservatives Largeat in Stockholm 


The conservatives are largest in the Stockholm district, 


to the social democrats. 


won votes from all four of the other Riksdag 


32.5 percent and smallest 


in upper Norrland with 12.2 percent, which is however an increase of 2 percent 


since November. 
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SCB's polls of party sympathies 
plus election results. 


(1) Social Democratic Party 
(2) Center Party 

(3) Conservative Party 

(4) Liberal Party 

(5) Left Party Communists 


SCB has calculated voter opinion 
for nine years (the solid lines). 
e black spots show the actual 
election results in 1973, 1976 and 
1979. The diagram shows that SCB 

has done well. 





voter groups under 35 years, 
1.9 percent. 








MILITARY FRANCE 


MILITARY RESEARCH FUNDS DISCUSSED, COMPARED 
Paris LE MONDE in French 14-15 Jun 81 p 8 


{Text} The French research effort for development and testing for defense, which is 
moderate, thanks to the amount of public funds, is a little larger than the British 

effort, twice as large as the West German effort (noting, however, that the FRG has 

no nuclear defense effort) and eight to nine times smaller than the American effort. 
These are the findings that result from a study devoted to the place of defense re- 

search in the national research effort, published by the journal L'ARMEMENT, 


A bimonthly information and liaison bulletin of the general delegation for armaments, 
L'ARMEMENT devotes a special issue to the Research, Studies and Techniques Board 
(DRET), which was created in May 1977 at the Defense Ministry, to watch over the pro- 
gress of research in the various disciplines. According to an official source this 
occasion is the first time the state of military research in France has been laid 

out along with statistical comparisons with other countries. 


bxXamination of the two tables reproduced here, according to the journal, reveals that 
"per capita, the research, development and testing effort (RDE) for defense in 1978 
was around 140 francs in France, 120 francs in Great Britain, 65 francs in the FRG 
and 250 francs in the United States of America."' RDE includes three activities: 
basic research, applied research and experimental development. 


"Since the result of the RDE activities is somewhere between 5 and 15 years before 
it becomes usefu years for development activity, 15 years for basic research) ," 
the journal says, “one may conclude from this that through public financing every 
Frenchman devotes about twice as much as every West German, but half as much as 
every American to the protection of the next generation." 


In 1980, the RDE military effort (including nuclear) was 11.35 billion trancs. "In 
all, only 26 percent of the RDE funds are spent in the institutions under the De 
fense Ministry or the Atomic Energy Commission. The greatest part of the work (73 
percent) is subcontracted to industry. As for the part taken by the university sec- 
tor, it is low (around |] percent) but significant in the area of future research 
(about 15 percent of the contracts concluded by DRET),'' L'ARMAMENT states. 


From 1971 to 1980, "the RDE defense effort represents in France approximately one 
third of the research and development budgetary financing," it indicated, if one 

adds togeth the military expenditures, the civilian research envelope, military re- 
search, civil aeronautics, etc. "The French military research effort appears to be 
in proportion to our economic power and our ambition to be independent," the of- 
ficial journal believes it is able to conclude. 


L'ARMEMENT, 2 bis, boulevard Victor, 75015 Paris. 
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MILITARY ITALY 


PROBLEM OF PROMOTIONAL ADVANCEMENT FOR OFFICERS 
Rome L'UMANITA in Italian 21 May 61 p 5 
/Article by Pegis: “Dead End for Lieutenant Colonels"7 


‘Text/ An army of lieutenant colonels? Yes, that's what it seems like. Two laws 
have been determinants: that of 12 December 1973, #804 and that of 20 September 1980, 
574, 


The first introduced the famous numerous clausus for the rank of colonel and for that 
of general, reducing drastically the access to these ranks; the second has accelerated 
the officer's career up to the rank of Lieutenant colonel, thus allowing this rank to 
be reached inthe normal career at the average age of 39, and in other specialties a 
few years later. 


Approximately 75 percent of these officers are destined to staqnate for over 15 years 
in the rank they reached, due to the barriersto further promotions. On one hand, there- 
fore, we have had an obstruction in the path of this fluid variable entity which is 

the military career; on the other, we have had an acceleration. 


Both are creating in the rank of lieutenant colonel a dangerous “large bubble" that 
could burst. Some characteristics of public employment have been applied to the _ 
military disregarding the fact that the military career is atypical and /ignoring/ 
human weaknesses to which, unfortunately, not even officers are immune. 


What are the disadvantages? First, a very serious one. The rank of lieutenant 
colonel is reached more or less at the same age by everybody, without any real 
difference between those who are more qualified and those who are less qualified; 
between those having a good .ecord and those not having one; between those who are 
basically active in their cuties and those who, on the contrary, even if not guilty 
of failure, dragged their feet or pursued academic titles or minded their own 


’ 
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A second disadvantage is caused by the fact that a large group of officers, in the 
wake of favorable circumstances, have reached the rank of colonel when barely 40 and 


will keep their jobs in the numerous clausus for almost 20 4 Ss. If, is: stead, the 
officers were to reach the numerous clausus at 50, all other things being equal, 
there would be room for twice as many officers: the position held by a person for 20 
yea.s, in other words, could be held by 2 persons for 10 years each. A third dis- 
advantage is caused by the combination of the two previous ones and by the highly 


discretional power of the Commission for Selected Promotional Advancement. 
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Article 26 of the law on promotion of officers establishes that..."each commission 
member assigns the officer one point from 1 *o 30 for each combination of elements 
16 tollows: a) moral, character, physical qualities; b) war merits and behavior in 
war or professional qualities demonstrated during the career, especially in the 
appointed rank, particularly as far as leadership capabilities are concerned or 


ipecific responsibilities, to service performed at an army division or on a navy 
hip; c) intellectual and cultural qualities, with emphasis on results achieved in 
training courses, exams and experiments." 


i[t has happened that when it came to the practical implementation of these regulations, 


ilso due to the lack of an implementing mechanism, the commission has granted the 
rank of lonel, except for rare exceptions, to all career officers who have obtained 
the War Sehool title and, when some positions remain vacant, to a few army officers 
who are not always among the most brilliant in the service. This is as it should be 


inder item B, since one must please the “briefcase carriers," even if a second or 
third evaluation is needed. 


‘he law, therefore, has been ignored not only as far as item C is concerned, since 
what is taken into account is the quality of the courses rather than the results 
ichieved, but also as far as item B is concerned, since most brilliant officers 

with excellent service records are sacrificed to make room for those who failed to 
show that they possess equivalent operational, training and leadership capabilities. 


The content of item A is disregarded, under the assumptio iat all officers, with 
rare exceptions, possess excellent qualities in these areas. It is sufficient to read 
the personal files. In the rank of lieutenant colonel, therefore, a group of dis- 
satisfied people are being formed who, with or without reason, have something to 
complain about. 


The worst is that the surplus of lieutenant colonels with over 15 years seniority in 
their rank live without any hope of improving. Those who have been performing well 
and see that they are being poorly rewarded, move out to the private sector; those, 
instead, who have been performing poorly, keep at it; in the end, it is always the 
institution that suffers. 


slorgio Rochat, on page 497 of his book, "The Italian Army From Vittorio Veneto to 

Mu lini,” writing about *he various regulations which were studied and implemented 
right after World War I, states that “bitter rivalries rose among the various 

‘ategories of officers" and underlines that the biweekly ESERCITO E MARINA /ARMY AND 
NAVY/ denounces repeated attempts at bullying at the expense of infantry officers 
jlevised by staff officers who, originating generaliy from the artillery, were interested 
in speeding up the promotion. At the base of all our structural and tactical matters, 
there are hidden career matters." 


‘areer matters have been and, naturally, still are very important to the efficiency 
»9f the Armed Forces. Personnel satisfied with their status and living in the hope of 
improving it, are more efficient and more ready to perform with prowess. 


[It 1S a virtue or a shortcoming of human nature and there is no moral code that 

ild modify it if one wanted to face reality. Getting back to the "large bubble" 
of lieutenant colonels/colonels something must be done immediately to find an outlet 
for these personnel by employing them on draft boards, in Civil Defense, and other 
Suitable organizations, and granting them retirement. At the same time legislative 


tools must be found to prevent the dangerous bottleneck and injustice. 


9/758 END 
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